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ABSTRACT 
This study is generally concerned with the develop-
merit of the forestry sector in countries with federal 
constitutions. Firstly, it attempts to review some of 
the forestry issues that have emerged in these countries 
and to enquire into the extent that these issues are 
attributable to the division of power between the two 
leyels of government in these countries consequent upon 
confederation. Based mainly on published information 
the forestry experiences of Malaysia, Republic of 
Germany, Australia, Canada and Nigeria are reviewed. 
Secondly, it tries to find out if the experiences of the 
federations other than Malaysia could offer some lessons 
to Malaysian forestry. 
The experiences of the countries havebeen varied. 
However, it has been revealed to: the author that, as far 
as forestry undertakings are concerned, the federal cons-
titution has been both a source of conflict and compro-
mise between the levels of government of each of the 
countries. This is reflected by the forestry issues 
that have emerged in these countries over the past years. 
The various kinds of compromise that have been 
reached between the governments of each country have 
been to the advantage of the forestry sector. In 
contrast, the conflicts that have arisen have been not 
only detrimental to the forestry sector but also, at 
Xi 
times, to the federal-regional relationship in these 
countries. Therefore, the federal and regional govern-
ments should not let these conflicts to continue 
unresolved because this may well lead to the destruc-
tion of the resource. It might be desirable for the two 
levels of government to agree upon a legislation that 
would provide for some form of resource conservation 
monitoring which will help protect the resource from 
being threatened through unsustainable exploitation. 
The inputs from public resource conservation groups 
could help the governments formulate this legislation. 
On the experiences of the federations other than 
Malaysia, they have been found to provide some lessons 
to Malaysian forestry. This is particularly so on 
aspects such as federal-regional cooperations in 
forestry endeavour and the mechanism by which the sepa-




Today, federalism is one of the main principles 
on which a political system is organized. Such a 
system is called a federal system or, if it is a country, 
a federal country. This study focusses its attention 
to several of these countries. Generally, it is con-
cerned with the development of one their important 
natural resources, the forests. Specifically, it deals 
with the distribution of power in these countries and 
its effects on the forests and the forest industry. 
Historically, a federal relationship developed 
in response to two opposing situations (Hicks, 1965). 
On the one hand, the relationship originated when a 
previously unitary state breaks up owing to the inabili-
ty of the constituent units to continue to exist in 
such a close relationship. On the other hand, the 
relationship developed when a number of previously 
independent units agree to join together for certain 
purposes but are passionately desirous of maintaining 
their own individualities, as they could not in a 
unitary state. 
While federation by disaggrega -tion, as the first 
of the two origins of federal relationship is called, 
1 
is a rare phenomenon, there are a number of reasons 
that draw - ;-previously independent units together. These 
include the desire for greater economic power or, as in 
the case of Malaysia, to secure political and cultural 
rights for large ethnolinguistic groups. 
The various federal,-systems that exist today may 
differ from one another in a number of ways. However, 
there are certain basic elements common to all these 
systems. 
One of these basic elements is a written 
constitution that confirmed the federal relationship. 
As is clear from the foregoing discussion a federal 
system is an association of independent units. These 
independent units are called states, or provinces, or 
cantons, or lander as the case may be. Also, the 
federal system has to work on two levels of governments, 
the Federal and Regional governments. Thus, the 
written constitution or, the federal constitution, as 
it is normally called, determines the relationship 
betweem the Federal and Regional goverments. The 
constitution can only be amended by an extraordinary 
procedure as prescribed by the constitution itself. 
Among other things, the constitution embodies 
entrenched rights of the constituent units and these 
rights are sustained and must be respected by the 
Federal government. This is one of the basic differen-
ces between a federation and a unitary country. In a 
3 
unitary country the regional units are only statutory 
bodies whose powers and duties are derived from the 
central government and so can be altered by it at any 
time by simple legislative process. 
One of the main functions of the constitution is 
to divide the rights or powers in the federal system. 
The already established federal constitutions have done 
this in several ways. The Federal Constitution of 
Malaysia, for example, lists the 26 matters which are 
exclusively the rights of the Federal government. 
Power is shared on nine subject matters and the consti-
tution leaves the States responsible on residual matters. 
The Federal Constitution of Australia, on the other hand, 
enumerates only the Federal powers leaving the States 
responsible over matters not listed in the Federal list. 
The former British North America Act of Canada assigned 
residual powers to the Federal government. 
The discussion on the distribution of power in 
the federations leads one to the objects of the study. 
Almost common in all the federations* forest resource 
management is the responsibility of the Regional 
governments whereas matters such as finance, inter- 
regional and international trade, commerce, and some- 
In the United States of America the Federal government 
retained control of the management of the larger part 
of the forest lands. 
4 
times research, which are critical to the development 
of the forest industry come under the jurisdiction of 
the Federal government. On matters such as protection 
of wildlife and the development of natural parks, power 
may be shared, as the case for Malaysia. 
The main, object of this study is not to judge 
the appropriateness of this division of power but rather 
to review its effects. The author beliefs that over the 
years certain issues (conflict or compromise) may have 
emerged consequent to this division of responsibility. 
In certain circumstances the issues that have developed 
might create prolonged tension between the Federal and 
the Regional governments. 
The study will draw the experiences of the 
federations of Malaysia, Republic of Germany, Australia, 
Canada and Republic of Nigeria. However, the author 
will not give equal emphasis to each of these countries. 
While the main object of the study is as already 
mentioned, the author also wishes to find out whether 
the experiences of the federations other than Malaysia 
could offer some lessons to Malaysian forestry. Having 
that aim in mind a greater part of the study will be 
devoted to analysing the Malaysian experience. The 
experiences of the other federations will be picked up 
in the later part of the study. 
5 
This study is only a review and therefore it 
depends..toá great extent on information in published 
literature. Certain forestry issues that have developed 
in the past in the various federations might be highly 
political and were not subjects for publication. This 
is one of the drawbacks of the study and to a lesser 
extent, this has been compensated by the author by 
having discussion with certain people concerned. 
The study starts with some statements on the poli-
tical, economic and social background of Malaysia in 
Chapter II. Among other things, this chapter highlights 
some of the socio-economic problems that have arisen in 
the past and which affected the development of the forest 
resource. In Chapter III, the development of the 
forestry sector is traced in order to indicate the trends 
in the importance of the sector in Malaysia's economy. 
Some problems with forestry administration and policy are 
also mentioned. The relationship between the Federal and 
State governments in the forests and forestry development, 
concurrent with the powers that have been allocated to 
them by 	the constitution, is described in Chapter IV. 
This illustrates the attitudes of the governments towards 
the resource and its industry. The experiences of the 
other federations are discussed in Chapter V. The study 
is concluded with a brief discussion on the possible 
lessons that the experiences of the other federations 
could offer to MalaysiaitFores-try. 
CHAPTER II 
MALAYSIA: POLITICAL, ECONOMIC AND SOCIAL BACKGROUND 
1.0.. Introduction 
The status of forests and forest industry in any 
particular country is determined partly by the country's 
political, economic and social conditions. The political 
structure, be it federal or unitary government, and the 
structure, distribution and the number of population in 
relation to the available resources are among the factors 
that influence the pattern of development of all sectors 
of the economy, forestry included. These factors taken 
with the country's forest endowments should in fact be 
the basis of forest policy formulation (Kings, 197k). It 
is the intention in this chapter to highlight the politi-
cal, economic and social background of Malaysia because 
it is the author's contention that these factors have 
shaped the development of the forestry sector. Emphasis 
will be placed on the government's economic diversifica-
tion policy, the socio-economic problems of the country 
and the way in which certain measures taken to overcome 
these problems have affected the development of the 
forestry sector. 
2,0. Political Background 
The history of Malaya (now Peninsular Malaysia) goes 
back several hundred years. However, it is not the aim 
of this section to review the detailed history of the 
6 
7 
country over that period. A brief sketch will be presen-
ted of the main political events that took place before 
the formation of Malaysia. Malaysia is a typical example 
of a federation formed by an aggregation of several inde-
pendent States. Each State has its own constitution and 
superimposed, there is a federal constitution which among 
other things outlines the relationship between the States 
and the Federal government. The country is now made up 
of thirteen States. It was formed when Malaya, which 
Of consistsleven States joined the British Crown Colonies 
of Sarawak and Sabah (North Borneo) under one Federal 
government. Initially Singapore was part of Malaysia 
when the country was formed on 16th. September, 1963. 
However, Singapore terminated her membership of the Fede-
ration on August 9, 1965. Separation was the result of 
racial tensions. The largely Chinese population of 
Singapore dominated by its Socialist People's Action 
Party (PAP) was accused of extending its influence beyond 
Singapore and thus threatening the Malay domination of 
the Federation (Blanstein and Flanz, 1980). 
Malaya achieved independence from the British on 
31st. August, 1957. Sarawak and Sabah remained under 
British administration before joining Malaysia on 16th. 
September, 1963. Malaya was made up of nine Malay States 
and the two British Crown Colonies of Penang and Malacca. 
Four of the Malay States (Perak, Selangor, Negri Sembilan 
and Pahang) had earlier formed a federation called the 
N. 
Federated Malay States. Initially - ...the treaty which 
governed the federation did not define the powers of each 
of the States or of the Federation and no constitution 
was promulgated. However, in 1909 a Federal Council 
endowed with legislative functions was created in the 
Federated Malay States. The other five Unfederated Malay 
States, while administered with the aid and advice of 
British Officials, remained unfederated, each a separate 
political entity. 
Malaya was occupied by the Japanese between 1942 to 
1945. A new political and constitutional arrangement was 
established after the withdrawal of the Japanese. The 
Rulers of the Malay States agreed to a transfer of 
sovereignty to the British Crown, and the Malayan Union 
was created, embracing the Federated and the Unfederated 
Malay States and the Settlements of Penang and Malacca. 
A constitution for the Union was never promulgated 
because of the issue of common citizenship which evoked 
resentment and hostility-of the Malays. Then, in 1948, 
Federation of Malaya was formed replacing the Malayan 
Union. A constitution was promulgated providing for a 
strong central Federal government under a British High 
Commissioner. His appointment, however, required the 
approval of the Malay Sultans, leaders of the Malay 
States. This continued until in 1956 the Federation of 
Malaya Constitutional Conference met in London and 
reached agreement on full self-government and inde-
pendence within the Commonwealth. Independence was 
declared and the new Federal Constitution was promulgated 
in 1957. 
•3.O.. The. Federal Constitution 
Since Malaysia was formed, the constitution of the 
Federation of Malaya has been accepted as the basic 
constitution, and the interests of the new States have 
been accomodated by adaptation of this basic law • The 
distribution of legislative and executive powers between 
the Federal and State governments is defined in articles 
73 to 81. The States have a limited but well defined 
field of action while the Federal government is made 
for 
responsiblethe bulk of 	other matters. The constitu- 
tion empowers the Federal government to make laws on 
matters in the Federal List which include external 
affairs; defence; internal security; civil and criminal 
laws; citizenship; the machinery of government (subject 
to the State List); finance; trade; commerce and industry; 
shipping; navigation and fisheries; communication; survey 
and research; education; health; labour and social 
security. The States Legislative Assembly may make laws 
on matters pertaining to land; agriculture - and forestry; 
local government; state works and water; machinery of the 
State government; and turtles and riverine fishing. On 
matters enumerated in the Concurrent List which include 
social welfares, protection of the wild animals and birds; 
town and country planning; public health; drainage and 
irrigation; and rehabilitation of mining lands; there 
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must be consultation between the State and the Federation 
before legislation on these matters can proceed. The 
Federal Parliament may legislate on a State subject in 
order to harmonize the laws of two or more States, but 
the Act will not come into force till adopted by the 
State Legislative Assembly (Art. 76(63)). The Constitu-
tion rounds off by giving the State Legislative the resi-
dual power to make laws on any matter not mentioned in 
any of the Lists. 
The Constitution clearly gives the Federal govern-
ment powers to act on matters of national interest. 
Therefore, matters like defence, internal security and 
citizenship should be the cornerstone' of Federal respon-
sibility. The States,on the other hand, are responsible 
for matters that are confined to their own political 
boundaries particularly pertaining to land and its 
resources. It is interesting to note that in the sphere 
of public finance the main sources of revenue,notably 
customs and excise, taxes and income tax are Federal 
matters. This gives the Federal government almost 85 per 
cent of the total revenue (Sãdh1c; 1963). The States are 
assigned revenues from land, mines and forests, some 
municipal revenue and certain fees and receipts. Some 
States with rich natural resources like timber depend 
very much on the revenue from these resources to finance 
their socio-economic development. The State of Pahang, 
for example, has depended on the forest industries for 
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most of its revenue (Razak, 1976). 
As provided by the constitution, the States of Sabah 
and Sarawak have certain rights not enjoyed by the other 
States of the Federation. On matters pertaining to land 
development, for example, the State government shall not 
be required to follow .the policy formulated by the Natio-
nal Land Council, on the condition that the State repre-
sentative will not vote on questions before the Council. 
In the field of forestry research, the officers of the 
two States shall not be required to accept the advice 
given by the Federal government. 
The two States too are assigned special grants and 
additional sources of revenue. They are entitled to the 
revenue from import and excise duties on petroleum 
products and also from the export duty on timber and 
other timber products. 
4.0. Economy 
Malaysia has a total land area of about 33.3 million 
hectares. The total land area of the Peninsula is about 
13 million hectares; a little smaller than the areas of 
Sabah and Sarawak combined. The two regions of the 
country are separat?d: by the South China Sea by a 
distance of about 650 km. Peninsular Malaysia is 
bordered by Thailand at the north and separated by the 
Johore Straits from Singapore at the iiouth. Sabah and 
Sarawak border the Indonesian region of Kalimantan. 
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Malaysia is fortunate to be endowed with natural 
resources like tin and timber. Despite the, availability 
of these resources its economy depends very much on the 
output and income from agricultural commodities. Its 
equatorial climate characterised by heavy rainfall, 
uniformly high temperatures and high humidity throughout 
the year combined with its fertile soil have made 
possible the cultivation of rubber and oil palm. These 
factors, with its strategic position as an entrepor -t 
centre and its comparatively low population, have made it 
possible for the country to achieve a high economic 
standard. The per capita gross national income has been 
growing at a rate of seven to eight per cent annually and 
in 1978 it was M$ 1,64 1+; this performance is well above 
the average achieved by most developing countries (Mid-
Term Review, Third Malaysia Plan, 1975-1980). 
Malaysia's economic development is planned on a five 
year basis. The First Malaysia Plan was launched in 1966 
and the country id now about to ;start its fourth economic 
development plan which will cover the period between 1981 
to 1985. Malaysia being an agricultural country, the 
government has placed obvious emphasis on agriculture in 
all of these plans. The expenditure on agriculture is 
always the highest among the economic sectors. In the 
First Malaysia Plan, 26.3 per cent of the total 
development expenditure was devoted to agriculture and 
rural development while other sectors of the economy like 
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commerce and industry took about 33 per cent. For the 
period between 1970-1975 agriculture was allocated 26.5 
per cent of the expenditure which was followed by trans-
port which received 16.4 per cent. The allocation to 
agriculture in the Fourth Malaysia Plan is about 
M$ 22.8 billion, about 21.3 per cent of the total public 
development expenditure and in this plan commerce and 
industry have been given greater emphasis with an alloca-
ted expenditure of about M$ 5.4 billion. 
The importance of agriculture sector is also 
reflected by the employment.patt.ern. In 1978 about 43.9 
per cent of the labour force was engaged by the sector, 
while it is estimated that this figure decreased to 420 
per cent in 1980. However, agriculture still creates the 
greatest number of jobs (Table 2-1). 
Within the agriculture sector, the economy has 
depended very much on a few commodities, notably rubber, 
especially so during the years immediately after inde-
pendence. Exports of rubber were an important source of 
revenue to the government. During the period between 
1965 to 1970 rubber exports were the top foreign exchange 
earner, having a value on average, of about M$ 1.5 
billion annually (Second Malaysia Plan). Rubber 
replanting was one of the major programmes in the earlier 
development plans, with emphasis on improving the average 
yield per acre. The dependence of the economy on rubber 
was progressively reduced starting from the sixties. The 
Table 2-1 
Malaysia: Employment Growth by Sector, 1978-80 
A rerage annual 
Share growth rate 
Increase i,ijob of real 
1976-80 creation produciiiiy 
1976-80 
(000) (%) (%) 
'I0S:6 13.7 3.4 
4.2 0.5 9.2 
227.1 28.6 4.1 
67.4 8.5 3.7 
6.9 0.9 5.1 
46.8 5.9 4.4 
131.5 16.6 2.7 
8.3 1.0 - 	 2.6 
152.8 19.2 2.8 
40.7 5.1 3.0 
794.3 100.0 4.4 
1978 1980 Share 
Increase in job 
Estimated Share of Estimated Share of 197940 creation 
eniploytnent iotal enlploynzent total 
(000) (%) (000) (%) (000) (%) 
Agriculture, forestry, livestock and fishing 1,972.5' 43.9 2,023.6 42.0 51.1 16.0 
Mining and quarrying 	.. 	.. 	.. 90.2 2.0 91.7 1.9 1.5 0.5 
Manufacturing 	.. 	.. 	.. 	.. 587.3 13.1 675.1 -14.0 87.8 27.4 
Construction .. 	.. 	.. 	.. 196.5 4.4 227.0 4.7 30.5 9.5 
Utilities 	.. 	.. 	.. 	.. 	.. 27.7 0.6 30.8 0.6 3.1 10 
Transport, storage and communications .. 207.9 4.6 227.6 4.7 19.7 6.1 
\Vhoksale and retail trade .. 	.. 	.. 559.3 12.4 613.7 12.8 54.4 17.0 
Finance and insurance 	.. 	.. 	.. 43.3 1.0 47.0 1.0 3.7 1.1 
Producers of government 	rvices .. 621.8 13.8 673.2 14.0 51.4 16.1 
Other services 	.. 	•. 	.. 	.. 187.1 4.2 204.1 4.3 17.0 5.3 
TOTAL 	.. 4,493.6 100.0 4,813.8 100.0 320.2 100.0 
POPULATION 	.. 	.. 	.. 	.. 	.. 13,294.1 14,003.0 
LABOUR FORCE 	.. 	.. 	.. 	.. 4,788.5 5,129.2 
UsEIPLoytte.r 	.. 	.. 	.. 	.. 294.9 315.4 
UNEMPLOYMENT RATE (%) .. .. .. 6.2 6.1 
Source: 	Fourth Malaysia Plan, 1981-85. 
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challenge by synthetic rubber, which caused the price of 
natural rubber to fluctuate, made the government realise 
that the economy dependent on one commodity was unstable. 
The government's diversification policy started 
in the sixties when oil palm and timber industries 
started to play an important role. In a decade the 
acreage under oil palm increased about 200 per cent from 
308,800 hectares in 1970 to  890,000 hectares in 1980. 
About 14,000 hectares of rubber estates were converted 
to oil palm cultivation. Export receipts of palm oil 
rose from M$ 71.6 million in 1960 to M$ 273.6 million in 
1970. The exports increased from 38.0 per cent per annum 
during 1971-1975 and 14.3 per cent during 1976-1980 
increasing their share in exports from 9.8 per cent in 
1970 to 25.3 per cent in 1980. 
The forestry sector also began to have a greater 
impact on the economy soon after the country became inde-
pendent. The number of sawmills, plywood and veneer 
mills increased very rapidly followed by a consequent 
increase in output. There were 397 sawmills in the 
country in 1960 whereas in 1970 the number increased to 
448. The number of plywood and veneer mills increased by 
nearly three times from 1962 to 1969 
The timber products export industry which started in 1959 
(Sulaiman, 1976) contributed significantly towards 
foreign exchange earnings of the country. 
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The government diversification policy is not 
confined to the agricultural sector, but applied to the 
entire economic sector as a whole (refer Table 2-2). In 
1970 the economy relied excessively on a few primary 
commodities in the agricultural sector. The share of the 
value added by the agricultural sector in the Gross 
Domestic Product (GDP.) was 30.8 per cent while the share 
of manufacturing sector was only 13.4 per cent. Mining 
and construction accounted for 6.3 per cent and 3.9 per 
cent respectively. 	The services sector (comprising 
wholesale and retail trade, finance and government 
services etc.) contributed 41.9 per cent of the GDP. 
This economic pattern underwent substantial structural 
changes during the 1971-1980 period. The emphasis on 
non-agricultural sectors during the decade resulted in a 
slow growth in the agricultural sector. The agricultural 
sector experienced a slow growth of 4.3 per cent per 
annum which reduced its share in the GDP to 22.2 per cent. 
The other sectors, such as manufacturing, construction 
and services, recorded relatively faster rates of growth 
of 12.5 per cent, 9.6 per cent and 8.6 per cent per annum 
respectively, increasing their shares in GDP to 20.5 per 
cent, 4.5 per cent and 45.1 per cent in 1980 respectively. 
5.0. Social Structure 
Malaysia is a multi-ethnic nation and this unusual 
feature has created a set of problems not usual 	in 
most countries of the world. The population of the 
Table 2-2 
Malaysia: Gross Domestic Product by Sector of Origin, 1970-80 
(M$ million in 1970 prices) 
Average annual growl!, 
rate (Y.) Share of GDP (Y.) 
Sector 1970 1975 1980 1971-75 1976-80 1971-80 1970 1975 1980 
Agriculture, forestry and fishing 	.. 	 ... 	 .. 3,797 4,804 5,809 4.8 3.9 4.3 30.8 27.7 22.2 
Mining and quarrying 	.. 	 .. 	 .. 	 .. 778 792 1,214 0.4 8.9 4.6 6.3 4.6 4.6 
Manufacturing .. 	 .. 	 .. 	 .. 	 .. 	 -. 1,650 2,850 5,374 11.6 133 12.5 13.4 16.4 20.5 
Construction 	.. 	 .. 	 .. 	 .. 	 .. 	 .. 475 654 1,186 6.6 12.6 9.6 3.9 3.8 4.5 
Electricity, gas and water 	.. 	 .. 	 .. 	 .. 229 365 592 9.8 10.2 10.0 1.9 2.1 2.3 
Transport, storage and communications 	.. 	 .. 581 1,071 1,696 13.0 9.6 11.3 4.7 6.2 6.5 
Wholesale and retail trade, hotels and restaurants .. 1,633 2,219 3,295 6.3 8.2 7.3 13.3 12.8 12.6 
Finance, insurance, real estate and business services 1,036 1,468 2,155 7.2 8.0 7.6 8.4 8.5 8.2 
Government services 	.. 	 . . 	 .. 	 .. 	 .. 1,367 2,210 3,398 10.1 9.0 9.5 11.1 12.7 13.0 
Other services 	.. 	 .. 	 .. 	 .. 	 .. 	 .. 306 478 657 9.3 6.6 7.9 2.5 2.8 2.5 
Less: imputed bank service charges .. 	 .. 	 .. 117 211 308 - - - - - - 
Plus: import duties 	.. 	 .. 	 .. 	 .. 	 .. 573 665 . 	 1,120 - - - - - - 
Equals: Gross domestic product at purchasers' value 12,308 17,365 26,188 7.1 8.6 7.8 - - - 
Source: Fourth Malaysia Plan 1981-1985. Government Publisher. 
country has been growing at a rate of about 2.8 per cent 
per annum and in 1980 the estimated population was 14.3 
million. Of this total population, 83.1 per cent resided 
in Peninsular Malaysia, 9.2 per cent in Sarawak and 7.7 
per cent in Sabah. The age structure of the population 
is shown in Table 2-3. As can be seen, the majority of 
the population is within the 1564 age group, that is the 
working age group. The population within the age group 
0-14 has been growing at a rate of about 1.7 per cent 
over the ten year period between 1970 to 1980. This has 
an important implication on job creation because these 
are the people that require employment in the future. 
Malays, Chinese and Indians make up the majority of 
the population in Peninsular Malaysia. For the past few 
years the racial compositions have been almost constant 
except for a slight increase in the number of Malays 
(Table 2_4).. The majority of the Malays are found in the 
rural areas and they are mainly rubber tappers, fishermen 
and rice growers. Over the years there has been a 
constant migration of the Malays to the urban centres in 
response to the job opportunities created in the manufac-
turing and construction sectors. The Chinese are mainly 
involved in the business sectors, accounting for their 
distribution in the urban areas, while the Indian distri-
bute themselves between the agricultural and administra-
tive sectors (Table 2-5). 
Table 2-3 
Malaysia: Population Size and Age Structure, 1970-80 
1970 Average annual grow:!: rote (%) 1975 1980 
Age group ('000) (%) (1000) (%) (1000) (%) 1971-75 1976-80 1971-80 
PENINSULAR MALAYSIA 
0-14 •. 	.. 	.. 	.. 	.. 4,033.0 44.1 4,310.0 41.3 4,578.0 38.6 1.3 1.2 1.3 
15-64 •. .. 4,802.0 52.5 5,734.0 55.0 6,811.0 57.5 3.6 3.5 3.6 
312.0 3.4 390.0 3.7 460.0 3.9 4.6 3.4 4.0 
Sub-total 	.. 9,147.0 100.0 10,434.0 100.0 11,849.0 100.0 2.7 2.6 2.6 
(84.9) (81.8)  
SAUMI 
-,- 
0-14 	.. .. 	.. 	.. 	.. 308.3 47.2 409.5 46.2 489.1 44.6 5.8 3.6 4.7 
15-64 .. .. .. .. .. 331.9 50.8 459.0 51.8 585.4 53.3 6.7 5.0 5.8 
65+ 	.. .. 	.. 	.. 	.. 13.4 2.0 17.7 2.0 23.3 2.1 5.7 5.6 5.7 
Sub-total 	.. 653.6 100.0 886.2 100.0 1,097.8 100.0 6.3 4.4 5.3 
(6.1) (71) (7.7) 
SARA WAK 
0-14 .. 	.. 451.1 46.1 510.5 45.2 565.1 43.0 2.5 2.1 2.3 
15-64 .. .. 497.5 51.1 583.0 51.6 707.5 53.8 3.2 3.9 3.6 
65+ .. 	.. 27.7 2.8 36.2 3.2 41.8 	- 3.2 5.5 2.9 4.2 
Sub-total 	.. 976.3 100.0 1,129.7 100.0 1,314.4 100.0 3.0 3.1 3.0 
(%) .. (9.0) (9.1) (9.2) 
MALAYSIA 
0-14 	.. .. 	.. 	.. 	.. 4,792.4 44.5 5,230.0 42.0 5,632.2 39.5 1.8 1.5 1.6 
15-64 .. .. .. .. .. 5,631.4 52.2 6,776.0 54.4 8,103.9 56.8 3.8 3.6 3.7 
65+ 	.. .. 	.. 	.. 	.. 353.1 3.3 443.9 3.6 525.1 3.7 4.7 3.4 4.1 
TOTAL 	.. 10,776.9 100.0 12,449.9 100.0 14,261.2 100.0 2.9 2.8 2' 
(100.0) (100.0) (100.0) 
Source: Fourth Malaysia Plan 1981-85. Government Publisher. 
Table 2-4 






















4 1 822 5,531 6,384 2.8 2.9 2.8 
52.7 53.0 53.9 
3,274 3,714 4,136 2.6 2.2 2.4 
35.8 35.6 34.9 
978 1,106 1,239 2.5 2.3 2.4 
10.7 10.6 10.5 
73 83 90 2.6 1.6 2.1 
0.8 0.8 0.7 
9.147 10,434 11,849 2.7 2.6 2.6 
100.0 10000 100.0 




Peninsular Malaysia: Employment by Occupation 




Malay Chinese India,: Others Total 
Professional and technical! 	,. 	. 64.2 54.0 14.8 3.7 136.7 
(%) .. 	 .. . 	.. (47.0) (39.5) (10.8) (2.7) (100.0) 
Administrative and managerial 	.. .. 7.4 19.3 2.4 1.6 30.7 
(%) 	.. .. 	• . 	.. .. .. (24.1) (62.9) (7.8) (5.2) (100.0) 
Clerical and related workers 	.. 	.. 50.4 65.4 24.5 2.2 142.5 
(%) 	.. .. 	.. 	.. .. .. (35.4) (45.9) (17.2) (1.5) (100.0) 
Sales and related workers .. .. 69.1 159.6 28.7 1.1 258.5 
(%) 	.. .. 	.. 	.. 	.. 	.. (26.7) (61.7) (11.1) (0.4) (100.0) 
Service workers .. .. .. .. 100.0 89.5 32.9 3.4 225.8 
(%) 	. .. .. .. .. .. .. (44.3) (39.6) (14.6) (1.5) (100.0) 
Agricultural workers 	.. 	.. 	.. 920.5 221.3 123.7 13.2 1,278.7 
(%) 	.. .. 	.. .. .. .. (72.0) (17.3) (9.7) (1.0) (100.0) 
Production, transport and 	other workers 266.0 434.5 74.4 2.5 777.4 
(%) 	.. .. 	.. 	.. .. 	.. (34.2) (55.9) (9.6) (0.3) (100.0) 
Total 	.. .. 1,477.6 1,043.6 301.4 27.7 2,850.3 
(%) .. 	.. (51.8) (36.6) (10.6) (1.0) (100.0) 
1975 
Professional and technical 	.. .. 	.. 91.1 73.4 20.8 4.4 189.7 
(%) 	.. .. 	.. .. .. .. (48.0) (38.7) (11.0) (2.3) (100.0) 
Administrative and managerial 	.. .. 11.6 24.3 3.0 2.4 41.3 
(%) 	.. .. 	.. 	.. .. 	.. (28.1) (58.8) (7.3) (5.8) (100.0) 
Clerical and related workers 	.. .. 88.5 78.6 23.1 2.4 192.6 
(%) 	.. .. 	.. 	.. .. 	.. (46.0) (40.8) (12.0) (1.2) (100.0) 
Sales and related workers .. .. 85.9 227.2 31.4 1.2 345.7 
(%) 	.. .. 	.. 	.. 	.. 	.. (24.8) (65.7) (9.1) (0.3) (100.0) 
Service workers .. .. .. .. 145.7 123.3 39.4 3.1 311.5 
(%) 	.. .. 	.. 	.. 	.. 	.. (46.8) (39.6) (12.6) (1.0) (100.0) 
Agricultural workers .. .. .. 998.1 257.8 147.6 12.6 1,416.1 
(%) 	.. .. 	.. 	.. 	.. 	.. (70.5) (18.2) (10.4) (0.9) (100.0) 
Production, transport and 	other workers 434.5 518.0 112.2 5.6 1,070.3 
(%) 	.. .. 	.. 	.. .. 	.. (40.6) (48.4) (10.5) (0.5) (100.0) 
Total 	. . 	. . 1,855.4 1,302.6 377.5 31.7 3,567.2 
(%) .. .. (52.0) (36.5) (10.6) (0.9) (100.0) 
1980 
118.2 87.1 26.9 4.0 236.2 
(50.0) (36.9) (11.4) (1.7) (100.0) 
16.2 29.2 3.1 2.7 51.2 
(31.6) (57.0) (6.1) (5.3) (100.0) 
169.4 110.8 21.0 5.3 306.5 
(55.3) (36.2) (6.9) (1.7) (100.0) 
99.8 299.0 32.7 0.8 432.3 
(23.1) (69.2) (7.6) (0.2) (100.0) 
168.4 140.1 40.7 2.1 351.3 
(47.9) (39.9) (11.6) (0.6) (100.0) 
998.9 289.9 175.4 10.6 1.474.8 
(67.7) (19.7) (11.9) (0.7) (100.0) 
640.6 601.9 160.9 8.7 1,412.1 
(45.4) (42.6) (11.4) (0.6) (100.0) 
2,211.5 1,558.0 460.7 34.2 4,264.4 
(51.9) (36.5) (/0.8) - 	(0.8) (100.0) 
Professional and technical .. 
( °/J.. 	.. 	.. 
Administrative and managerial 
Clerical and related workers 
Sales and related workers 
	
Ser.ice workers 	.. 
(%) .. 	.. .. 
Agricultural workers 	.. 
(%).. .. 	.. 




* This category includes all professionals, ranging from 
lawyers and engineers to nurses and teachers, in public 
as well as private sectors. 
Source: Fourth Malaysia Plan, 1981-85. 
Government Publisher. 
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6.0. Socio-Economic Problems 
Despite the fact that the'growth. in Malaysian 
economy has been substantial, the country still faces a 
number of socio-economic problems. Outstanding among 
these are poverty among the people and racial economic 
imbalance. In order to overcome these two problems the 
government has launched the New Economic Policy which 
formed the thrust of the second and the subsequent 
development plans. Basically, national unity is the 
over-riding objective of the nation. The New Economic 
Policy was formulated to achieve this long-term objective 
through two-pronged development strategies. The first 
prong is to reduce and eventually eradicate poverty by 
raising income levels and increasing employment opportu-
nities for all Malaysians irrespective Of race. The 
second prong aims at restructuring Malaysian society so 
as to reduce and eventually eliminate the identification 
of race with economic functions. The strategies are to 
be implemented in the context of rapid economic growth 
thereby ensuring that no particular group will experience 
any loss or feel any sense of depriviation (Third Malay-
sia Plan). 
6.1. The Problem of Poverty 
Poverty is a serious problem in any nation. It is a 
source of social discontent and needs a special kind of 
attention by the authority. This is especially so for a 
multi-ethnic country such as Malaysia. The problem 
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really demands the whole hearted attention of the Federal 
government because it is a national problem. A failure 
to solve it would mean that racial harmony is jeopar-
dized and this would threaten national unity. Realising 
this fact the government has taken every possible measure 
to improve the situation. The main focus of the remedial 
measures is the creation of employment opportunities 
because unemployment and underemployment are the main 
causes of poverty. 
In Malaysia poverty is a phenomenon of both urban 
and rural areas, though its incidence is more pronounced 
in the latter. This is also a racial issue since the 
rural areas are mainly inhabited by one racial group, 
that is the Malays. The most recent  revelation of the 
magnitude of the problem was the Agriculture Census, 1977. 
The census provided for the first time information on 
poverty n Sabah and Sarawak. According to the survey, 
in 1976, about  879,300 households or 37.7 per cent of the 
total 2,331,700 households were in poverty. There was 
some imbalance in the incidence of poverty both within 
the Peninsula and between 	Peninsular Malaysia and 
Sabah and Sarawak. On a national basis about 78.3 per 
cent of the poor households were in Peninsular Malaysia. 
Within Peninsular Malaysia, the States of Kelantan, Kedah, 
Trengganu and Perlis registered higher incidence of 
poverty when compared with the rest of the States. 
The survey shows that the majority of the poor were 
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People engaged. in low income jobs in agriculture, 
forestry and fishing. They are the rubber smallholders, 
rice farmers, coconut smallholders, estate workers, New 
Village residents, agricultural labourers, and the Orang 
Ash (native people). Together they accounted for 68.8 
per cent of the total .poor in Peninsular Malaysia, 77.9 
per cent in Sabah and 84.9 per cent in Sarawak. In 
Peninsular Malaysia, the majority of those people who are 
engaged in low income activities are the rural Malays. 
Thus in terms of ethnic distribution, the Malays 
accounted for 75.5 per cent of the total poor households 
in Peninsular Malaysia. The mean monthly income by races 
of the lowest four deciles* for 1970, 1976 and  1979 are 
shown in Table 2-6. It can be seen that there is an 
imbalance. of income among the:races, though-'.-the-whole 
situation is improving. Poverty also exists in the urban 
areas, though to a much lesser extent. The main catego-
ries of the urban people who are affected are mainly he 
petty traders and urban squatters. The incidence of 
urban poverty was only 15.4 per cent in 1976. 
6.2. Economic' Imbalance 
The problem of economic imbalance is partly related 
to poverty because the existence of the former is 
attributable to the latter. Again, this problem needs 
* Refersto lowest 40 per cent of households in 
the size distribution of income. 
Table 2-6 
Peninsular Malaysia Mean Monthly Household 
Income of the Lowest Four Deciles for 1970, 1976 and 1979 
Annual growth rate 
1970 1976 1979 1971-76 1971-79 
(M$) (M$) (M$) (%) (%) 
Malay 56.76 101.95 140.35 10.3 10.6 
Chinese 135.93 247.27 280.11 10.5 8.4 
Indian 112.48 197.21 263.43 9.8 9.9 
Others 44.72 107.08 154.37 15.7 14.5 
TOTAL 	 75.90 	142.19 	186.19 	11.0 	10.5 
Sources Fourth Malaysia Plan, 1981-85. Government Publisher. 
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urgent redressing because it could also pose a threat to 
racial harmony. A number of economic imbalances exist in 
the country; those that require pressing concern occur in 
the distribution of income as well as in employment and 
in the pattern of ownership and control of economic acti-
vity. They are especially significant when the Malays 
and other indigenous people are compared with the non-
Malays. The process of restructuring the society in 
order to correct these imbalances has been going on since 
independence. The strategy, however, was strengthened 
with the implementation of the New Economic Policy. The 
main objective of the strategy is to achieve by 1990 a 
community where all racial group will participate as full 
partners in the socio-economic development of the nation 
in consonance with the multiracial composition of the 
nation. 
The problem of income imbalance among the racial 
group has been touched in the preceding discussion. As 
was pointed out, there is a glaring imbalance in income 
among the races particularly when the Malays are compared 
with the non-Malays. This phenomenon reflects the 
employment pattern of the races. Although the total 
share in total employment in Peninsular Malaysia are 
fairly representative of the total population, Malay 
employment is concentrated in traditional rural activi-
ties. The non-Malays are mainly engaged in the business 
sector drawing an income three to four times that of the 
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traditional urban and rural sectors (Second Malaysia 
Plan). These imbalances really create a certain amount 
of social tension which if not removed could cause racial 
disharmony. 
Racial participation in the tertiary industries also 
shows a certain degree of imbalance. These sectors are 
again dominated by the Chinese. In terms of occupa-
tional classification, a survey of professional bodies in 
1979 showed that the Malays accounted for a very small 
proportion of the higher earning professionals. In 1979, 
Malays accounted for only 11.0 per cent of architects, 
7.6 per cent of accountants, 11.6 per cent of engineers 
and 8.6 per cent of doctors in both the private and 
public sectors. In terms of salaries and wages, a survey 
of limited companies in Peninsular Malaysia showed that 
Malays held only 6.4 per cent of top paying jobs (over 
M$ 4,000.00 per month) compared with 30.1 per cent for 
the Chinese, 3.6 per cent for the Indians, 3.5 per cent 
for others and 56.4 per cent for foreigners. 
Racial imbalance is also reflected in the ownership 
and control of wealth. Rice farms are practically owned 
by the Malays but many of these are cultivated by Malay 
tenants (Second Malaysia Plan). Of the total 4.2 million 
acres of land under rubber in Peninsular Malaysia at the 
end of 1970, 37.0 per cent were owned by the Malays, 42.0 
per cent by non-Malays and 21.0 per cent by foreigners. 
About half the acreage of rubber estates then belong to 
Mi 
Malaysians, the other half owned by foreigners. Hardly 
any rubber estates (more than 100 acres) were owned by 
the Malays. 75.0 per cent of oil palm and coconut 
estates in the same year were owned by foreigners, the 
remainder was practically owned by non-Malays. Table 
2-7 shows the progress in the restructuring of ownership 
in the corporate sector. The total equity of Malaysian 
companies and assets of branches of foreign companies 
grew at a substantial rate 1 but the figure still shows the 
dominant role of foreign residents and the non-Malay 
Malaysian residents in the ownership of assets in the 
corporate sector. 
7.0 Government Redressal Policy 
The problems of poverty and economic imbalance 
among the people of Malaysia have just been discussed. 
These two problems are not new; they have been in 
existence ever since the country (Malaya at that time) 
achieved its independence and the process of overcoming 
them also started then. However, in the early years of 
independence, the country was under constant attack by 
the terrorists of the Malayan Communist Party. A period 
commonly referred to as 'emergency' was declared between 
June, 1948 and 1960. During this period, the normal 
functioning of the Federation's economy was interrupted 
and the government incurred heavy losses of its resources. 
When peace was finally restored, the government was able 
to concentrate its manpower, financial resources and its 
Table 2-7 




1971 1975 1980' 
Malaysian residents. 	.. 	 .. 	 . . 	 . . 2,512.8 38.3 7,047.2 46.7 13,817.8 52.5 20.9 
Itumiputcra individuals and trust agencies 	.. 279.6 4.3 1,394.0 9.2 3,273.7 12.4 31.4 
Itumiputera iII(liv(luals3 	. . 	 .. 	 . 168.7 2.6 549.8 3.6 1,128.9 4.3 23.5 
iluiniputera trust agencies 4 	.. 	 .. 	 . . 110.9 1.7 844.2 5.6 2,144.8 8.1 39.0 
Other Malaysian residents 	.. 	 .. 	 .. 2,233.2 34.0 5,653.2 37.5 10,544.1 40.1 18.8 
Foreign iesithnis 	.. 	 .. 	 .. 	 . . 	
. . 4,051.3 61.7 8,037.2 53.3 12,505.2 47.5 13.3 
Shiie in NIaIuysiin companies 	.. 	 .. 	 .. 2,159.3 32.9 4,722.8 31.3 7,128.0 , 27.1 14.2 
Net assets of local branclis 	.. 	 .. 	 .. 1,892.0 28.8 3,314.4 22.0 5,377.2 20.4 12.3 
TOTA0 0 	.. 6,564.1 100.0 15,084.4 100.0 26,323.0 100.0 16.7 
Estimated 
Classification is by. residential address of shareholders, not by citizenship. It include 
includes foreign citizens residing in Malaysia. Steps have been taken to enable classi-
ficationof ownership group by citizenship status. 
Includes institutions channelling funds of individual Bumiputera such as Lembaga Urusan 
dan Tabung Haji, Amanah Saham MARA and cooperatives. 
. Shares held through institutions classified as Bumiputera trust agencies such as PERNAS, 
MARA, UDA,:SEDCs, Bank Bumiputra, BPMB, FIMA and PNB. Previously this item was 
classified as Bumiputera interests. 
Includes shares held by nominee and other companies. 
Excludes government holdings other than through trust agencies. 
Source: Fourth Malaysia Plan , 1981-85. Gdvernment Publisher. 
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organization on the urgent task of national development, 
particularly in redressing the problem of poverty and 
unemployment. The types of programmes implemented to 
accelerate the process of eradicating poverty were 
required to be different for different types of target 
groups like rubbersmallholders, rice farmers, fishermen, 
etc. However, the essence of the strategy was to create 
a pattern of development which provided opportunities 
for the poor to participate effectively in the growth 
process and to share the benefits of development (Fourth 
Malaysia Plan). The detailed programmes will not be 
discussed here. An. attempt will be made in the following 
paragraphs to show how certain measures taken by the 
government affect the forestry sector, mainly in reducing 
the forest area. 
One of the measures taken to eradicate poverty is 
the absorption of poor households into modern agriculture 
in the form of land settlement schemes. There are 
different types of schemes but the most notable one is 
the Federal Land Development Authority (FELDA) schemes. 
These are fully integrated schemes in which the settler 
is allocated ten to twelve acres of rubber or a fourteen 
acre share in an oil palm block. The settler lives on 
the scheme with his family. The scheme is a fully 
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integrated model where the land has been cleared, a house 
built, access roads laid down and the crop planted before 
the settler enters the schemes, and where he is given a 
repayable subsistance allowance to live on until his 
crops matures after a period of two to three years (Mac 
Andrews, 1978). Government's emphasis on settlement 
schemes can be demonstrated by the expenditure on land 
development as shown in Table 2-8. The schemes became 
the central element in Malaysia's overall development 
policy (Second Malaysia Plan) and continued to remain so 
in the Third Malaysia Plan utilizing in the three plan 
periods 1966-1980 between 39.8 per cent (1966-1970), 
53.5 per cent (1971-1975) and 42.2 per cent (1976-1980) 
OIL Malaysia's development budget for agriculture and 
rural development. Between the period 1971-1980 about 
72,200 households had been absorbed into land schemes in 
Peninsular Malaysia while about 4,650 settlers had been 
resettled in land schemes in the two States of Sabah and 
Sarawak. For Sabah and Sarawak this involves an area of 
about 52,300 hectares (no definite figure has been given 
for Peninsular Malaysia). 
When the idea of land development schemes was first 
introduced, there was an abundance of uncultivated and 
undeveloped land in the country. In 1969, for example, 
9.1 million hectares (22.5 million acres) or 69.0 per 
cent of the total land area of Peninsular Malaysia were 
under forests of which 3.4 million hectares were suitable 
Table 2-8 
Expenditure on Land Development as Per Cent of Agricultural and 
Rural Development Expenditure: Peninsular Malaysia, 1966-80 
(in M$ 1,000) 
1966-70 - 	1971-75 	1976-80 
Total Rural Development 
Expenditure 	 911.2 
Land Development Schemes 
Expenditure 	 362.6 




Source: FouEth Malaysia Plan, 19$1-85. Government Publisher. 
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for agricultural development. Utilization of these lands 
provided the government with an immediate answer to the 
then and ever existing problems of unemployment and 
poverty ( Lim, D., 1975). Since then the rate of forest 
clearance for agricultural development has been very 
rapid. Between 1961 to 1970 about 351,835 hectares have 
been developed in Peninsular Malaysia while in Sarawak 
and Sabah the combined acreage was 66,450 hectares. This 
trend of forest clearance continued into the 1971-1980 
decade probably at a faster rate. The progress of land 
development during this decade can be seen from Table 
2-9. More than 866,000 heôtares of forest land were 
developed, with FELDA developing about 67.0 per cent of 
the total acreage. A spokesman for the Ministry of 
Agriculture stressed that the pace of land development 
will be maintained if not accelerated (Ayub, A., 1979). 
In terms of income improvement, the 1975-1976 Malaysian 
Treasury Economic Report said that the average income in 
1974 of FELDA settlers after deduction of loan payments 
(about 30.0 per cent of total income) varied according to 
the size of plots, between M$ 338.00 and M$ 277.00 for 
rubber and M$ 80200 and M$ 1,218.00 for oil palm. In 
the Fourth Malaysia Plan, it was reported that the 
average monthly income of settlers on FELDA schemes 
ranged from M$ 490.00 to M$ 810.00 in 1979 compared with 





Malaysia: Progress in Land Development, 1971-80 
and Target Acreage, 1981-85 (Hectares) 
Agency! Programme 
Target. 	Achievement, 	arget. 
1971-80 1971-80 1981-85 
Federal programmes 
FELDA 	... 	... 	... 	... 	... 	365,587 	373,705 	149,798 
FELCRA1 •., ... ... ... ... 	60,729 	50,710 	32,662 
RISDA2 	•,, 	... 	... 	... 	... 	101,215 	31,463 	15,409 
527,531 	455,878 	197,869 
State programmes 
Peninsular Malaysia3 	... 	 ... 	 ... 	 75,911 	155,662 	143,872 
Sabah4 	.. 	... 	... 	... 	... 67,611 57,816 56,680 
Sarawak5 	... 	... 	... 	..- 	... 	90.202 	76,655 	16,599 
233,724 	290,133 	217,151 
Joint-venture/private sector6 	... 	 ... 	 134,615 	120,047 	128,441 
	
TOTAL ... 	895,870 	866,058 	543,461 
Excluding rehabilitation schemes and existing.kainpung 
in consolidation schemes. 
Block newplanting schemes only 
For programmes of regional development authorities, 
SLDVs, SADCs, SEDCS, and others such as Departments 
of Agriculture and District Offices. 
ti. For programmes of SLDB, SRFB and Cooperative Develop-
ment. 
For programmes of SLDB and Department of Agriculture 
(rubber riewplanting only). 
For joint-venture projects between sector agencies 
such as SADCs, FIMA, regional development authorities 
with the private sectorand private sector sole parti-
cipationfor Malaysia as a whole. 
Source: Fourth Malaysia Plan 1981-85 Government 
Publisher, 
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Due to lack of proper planning management and 
supervision, some of the land development schemes have 
failed. For example, several fringe alienation schemes 
had to be salvaged and rehabilitated by the Federal Land 
Consolidation and Rehabilitation Authority (FELCRA) 
(Second Malaysia Plan). The Ministry of Land and Mines 
(1975) noted: 
"Lack of planning on the part of these state 
agencies leading to the indiscriminate 
opening of land, at unsuitable locations, 
wrong crops, and mismanagement, often 
resulting in poor field maintenance or 
even abandonment. Quite often too, a 
project is launched without regard to 
the availability of funds to carry 
a project through." 
However, land development schemes will still 
continue to be an important vehicle for rural development 
and play an important part in poverty eradication. With-
out proper planning, and management, however, these 
schemes could create problems which are not in the 
interest of the nation. 
CHAPTER III 
FORESTRY AND FOREST INDUSTRY DEVELOPMENT 
IN MALAYSIA 
After introducing in the previous discussion, the 
political, economic and social environment, in which 
forestry operates, this chapter will deal specifically 
with the forestry sector itself. In the first part, 
the chapter traces the historical development of the 
forestry department and then goes further to discuss 
the structure and functions of the present forestry 
administration in the country with emphasis on the rela-
tionship between the two layers of government. The 
second part describes the development and role of the 
forestry and forest industry in the economy. 
1.0. Historical Development of the Forestry 
Department 
Information on the history of forestry in. Mla.ysia 
is scarce and scattered. There is no single publication 
that covers the entire subject,. and the best sources of 
information are the annual reports on forestry adminis-
tration. Even then there are bound to be some mising 
links because some of the reports were destroyed during 
the war. The Malayan Forester (later called Malaysian 
Forester) which isdepartmental journal, does carry 
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brief information on the subject. Menon (1976) gives a 
good bibliographical account of the history and develop-
ment of forestry and forest industry in Malaysia. The 
intention here is only to give a brief account of the 
history of the forestry department. 
The first recommendation to set up a forest depart-
ment was put forward in 1879 by Major Mc Nair, who was 
then the Colonial Engineer of the Straits Settlements. 
This recommendation was not taken up until 1883 when a 
small forest department was set up for the Straits 
Settlement under the Director of Botanic Gardens, Singa- 
of 
pore. Ridley, who took the post,Director of Botanic 
Gardens in 188 recommended the formation of an 
organized forest department for the Federated Malay 
States. By 1900 there was a forest officer in each of 
the four States except Pahang. Prior to this the 
forests had been under the charge of District Officers. 
They retained their administrative duties even after the 
appointment of forest officers, who only carried out 
protective work. 
In 1900, H.C. Hill of the Indian Forest Service was 
commissioned to report on forest administration in the 
Federated Malay States and Straits Settlements and to 
make recommendations for the future management of the 
forests, He made a few suggestions, one of which was 
the formation of a forest department whose staff should 
be made responsible for the protection of forest 
9-11 
reserves, collection of royalties and detection of 
illicit practices. In other words, his suggestions 
called for v. more systematic forest management in Malaya. 
Then in 1901, the first Chief Forest Officer for 
the Federated Malay States and Straits Settlements was 
appointed. Watson (1950) gives a good account of the 
development of the Forest Department since then, 
particularly with respect of personnel. He described 
the activities that were carried out and the successes 
achieved. Early activities were minimal and mainly 
confined to setting up measures to control the exploi-
tation of the forests. 
The structure of forestry administration which 
later developed can be said to follow closely the poli-
tical development of the country. The Chief Forest 
Officer appointed did not have the authority over the 
administration of forestsin the Unfederated Malay States. 
In the Federated Malay States and Straits Settlements 
then, administration was highly &entralised because 
authority lay mainly with the Chief Forest Officer. 
Later on, partly due to the availability of more staffs, 
control of the administration in the Unfederated Malay 
States began. A forest department was set up in Johore 
in 1920 with the secondment of a forest officer from the 
Malayan Forest Service. Kedah followed suit in 1923, 
then Kelantan in 1933 and finally Trengganu in 1936. 
The administrative structure changed with the 
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introduction of the decentralization policy in the 
Federated Malay States in 1934. This policy which 
advocated the distribution of executive authority among 
the member States affected the forest department. A 
proposal was put forward and adopted to split the - 
department so that each- State would have its own depart-
merit headed by a director. However, the Chief Forest 
Officer retained his executive authority and remained 
responsible to the State Forest Departments. 
This structure of administration lasted until the 
Japanese intervention in 1942. After the Japanese 
occupation in 1945 the pre-war organization was slowly 
re-established but this time with 'more clearly defined 
central administration and executive authority.' With 
the introduction of the Constitution of the Federation 
of Malaya in 1948, a major re-structuring occurred in 
the Forest Department, particularly in the distribution 
of legislative and executive powers between the Federal 
and State governments. Land matters, which included 
forestry was made a State subject and thus the executive 
power of the Federal Head was transfered to the State 
Directors. Consequently each State established its own 
forest department with certain of them being combined 
for administrative purposes. This is the structure of 
administration that exists today. 
When Sabah and Sarawak joined Malaysia in 1963, the 
Forest Department of each State remained a State 
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Department. In Sabah forestry is directly under the 
Ministry of the Chief Minister while in Sarawak 
forestry has its own ministry. 
2.0.. Structure of Forestry Administration in 
Malaysia 
Palm (1980) defines 'a public forestry administra-
tion' as 'the organization (or group of organizations 
in a federal state). which in respect to forestry, has 
the main responsibility for carrying out the policies of 
government and enforcing its laws and which is the main 
instrument by which government implements its adminis- 
one 
trative functions.' This definition really demonstratesh 
of the main differences of forestry administration bet-
ween a federal and a unitary country. Whereas in a 
unitary country power in decision-making is highly con-
centrated in the central organization, in a federal 
country this power is shared between the central and 
regional organizations. Jacobs (1968a) points out that 
in federal countries like Switzerland, United States of 
America, Canada and India, responsibility over forest 
research and education rest with the central government 
while a host of other matters pertaining to forestry 
are the responsibility of the regional, either state or 
provincial governments. 
Being a federal country, forestry administration in 
Malaysia is both the responsibilty of both the Federal 
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and the State governments. The amount of authority that 
each of the government has is defined in the Federal 
Constitution. 
In the following discussion an attempt is made to 
describe the present structure and functions of forestry 
administration in Malaysia. 
2.1. Forestry Administration at the State Level 
In Malaysia, it can be said that the States have 
greater responsibility over the administration of the 
forests. Being the owners, the State governments have 
the legal right to utilise, and dispose of , the forests 
subject to the provisions of the Constitution. In 
other words, the decision on the policies of how the 
forests should be treated lies with the States. Tradi-
tionally, the head of a State called the Sultan or 
Governor has the absolute power to decide on matters 
pertaining to land, forestry included. However, 'over 
time their power can be seen to be waning as compared 
with that of the elected representatives, from among 
whom the Chief Ministers are drawn ' (Palm, op. cit.). 
Therefore, it is an undeniable fact that some decisions 
made were mainly political (Guyøt, 1971,). 
2.1.1. Structure of Administration 
The head of the State Forest Department is 
commonly called the Director or Conservator of Forests, 
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as in Sabah. In Peninsular Malaysia, besides the 
Director, the staff of the department is normally made 
up of the Deputy Directors (in most cases), Silvicul-
turalists and District Officers. The structure of 
forestry administration in the individual States of 
Peninsular Malaysia are not as complex as that of Sara-
wak and Sabah as shown in Figures 3-1 and 3-2. Sarawak 
and Sabah have bigger forest areas in comparison to any 
of the States in 	the.,Peninsuia 	and to a certain 
extent, due to historical reasons, they are more inde-
pendent of-, the Federal Forest Department than the States 
of Peninsular Malaysia. 
The District Forest Officer, as the name implies, 
is the person in charge of the forests in the various 
districts of a State. These districts or Sections in 
Sarawak are basic line unit of public forestry adminis-
tration in a state. It is at this level one would find 
field operators like forest guards 'and scalers. In 
Peninsular Malaysia and Sarawak, District Forest Offices 
report directly to the State Headquarters whereas in 
Sabah they report to the Circle Forest Offices. 
The appointment of professional and sub-professio-
nal staff is made at the Federal level. These officers 
are seconded to the States and they are liable to be 
transferd to any other parts of the country. The 
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The position of the State Director of Forestry is 
worth mentioning at this point. By virtue of his 
appoinment he is responsible to the Director General of 
Forestry at the Federal Department. Technical advice 
from the Federal directorate is channelled through him 
to the State governments. However, he is also directly 
responsible to the State Chief Minister who in turn can 
reject the advice from the Federal forestry directorate. 
Thus the State Director is sometimes pulled between two 
opposing ends and stands in a difficult position. At 
times decisions are difficult to make whether to 
'conider the practical needs of the State or to prac-
tije professional ideals set out by the Federal govern-
ment' (Salleh, 1980). 
2.1.2. Functions of the State Forestry Department 
By definition, the function of the state forestry 
administration should be to carry out the actual imple-
mentation of forest policy through the enforcement of 
forest laws. Velay (1976) discusses in detail the major 
functions of a forest administration which among other 
things include forest policy and planning of forest 
development, conservation of forest resources, and 
control of exploitation. 
In Malaysia, except for Sabah and Sarawak who have 
explicit statements on forest policy, it is doubtful 
whether the States of Peninsular Malaysia have their 
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own. forest policies. The forest laws in enforcement 
were made between 1921-1925 and were meant to meet the 
needs for forest conservation and exploitation and not 
to meet the needs of a developing industrial sector 
which characterises forestry today. 
A. report by FAO (1-970) said that 'State forestry 
activities have been determined by the degree of 
interest shown by each State in the relative importance 
of its forest. In the majority of instances this has 
been confined to revenue earning potential only.' They 
further commented that 'field activities reflect a 
distinct alignment to the importance of revenue collec-
ting to such extent that this has dominated the struc-
ture of the organization.' 
The State governments dispose the forests to 
individual loggers and timber companies by granting 
timber harvesting rights in the forms of permits and 
licences. During the period of rapid forest clearance, 
the issuing of permits and licences would undoubtedly 
be an important activity of the State Forest Departments. 
Baharuddin and Johari (1972) commented how in distribu-
ting staff for field work, preference was given to the 
related work of exploitation control and 'only a 
skeletal staff is left for silvicultural- operations.' 
In logging business, Sulaiman (1977) calculated 
that the profits gained by the loggers could be as much 
more 
as five timesAthan the revenue accrued to the State 
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governments. This encouraged application from more 
loggers and as not all applications were successful, it 
was not uncommon for the Department to be accused of 
impartiality and malpractices. 
However, in recent years the State governments 
have been giving more attention towards rehabilitation 
work, in particular reforestation. This is evidenced 
by the facts that afew States like Perak and Kelantan 
have resorted to contract work in reforestation activi-
ties. The State of Perak has reported considerable 
success in this field of activity (Anon, 1980 
). 
2.2. Forestry Administration at the Federal Level 
At the Federal level, there are three main 
organizations responsible for forestry administration, 
namely the Federal Forestry Department, Forest Research 
Institute, and the Malaysian Timber Industry Board. 
While the former two organizations are responsible for 
forestry coordination and research, the latter is 
mainly responsible for overall control of the timber 
industry in Malaysia and coordinating the development 
within its various sectors of activity. 
2.2.1. Federal Forestry Department 
This department is attached to the Ministry of 
Primary Industries (Figure 3-3). It is placed in 
'Other Commodity Departments' together with copper, tin, 
Figure 3-3 
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S.mirs Palm, D. (1980) op. cit. 
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palm oil, pepper, and tobacco under the charge of a 
Deputy Secretary. Rubber occupies a separate department 
under another Deputy Secretary. From this basic 
structure of administration one would tend to conclude 
that forestry is less important than rubber to the 
Ministry. On the other hand, it is difficult to guess 
whether forestry is as important as the other commodi-
ties in its group. However, it is interesting to note 
that it is placed among resources which are non-renew-
able like tin and copper and short term agricultural 
commodities like oil palm, pepper and tobacco. Forestry 
is a long term venture and has many unquantifiable 
benefits. Being placed with commodities having 
different economic features, one wonders whether it will 
get a fair amount of attention from the Minister. 
The Federal Forestry Department is the national 
agency responsible for forestry coordination, research 
and training. It maintains experimental stations, 
provides advice and technical assistance to State 
governments., conducts training of forest guards, and 
carries out publicity work to the people. The basic 
structure of the Department is as shown in Figure 3-4. 
The Director-General is directly responsible to 
the Minister of Primary Industries. He advises the 
Ministers on matters of federal policy, objectives and 
strategies of the forestry sector besides coordinating 
Figure 3_4 
Organisation of Forestry Department Peninsular Malaysia, 
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Ministry of Primary Industries, 
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State activities and maintaining external relations 
with other government departments. In his work, he is 
assisted by two Deputy Directors each with an assistant 
who inturn supervises the work of respective directors 
responsible for various activities. 
The activities of Forest Operation Division cover 
management and development of forest resource, regulation 
of exploitation, administration, training and manpower 
development. The Research and Industrial Development 
Division is responsible for the planning of resource, 
economic studies, industrial development, utilization 
and industrial extension, and forestry research. In 
broad, in its advisory capacity the Department is res-
ponsible for the management and conservation of forest 
resources. 
At the end of 1978 the Forestry Department of 
Peninsular Malaysia had a total staff of 5261 people of 
which 140 were at managerial and professional level and 
139 at executive and sub-professional level. In Sabah, 
there were 46 managerial and professional staff and 28 
executive and sub-professional officers while the respec-
tive figures for Sarawak were 33 and 26, respectively 
(Table 3-1) 
0  ~~ 
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Table 3-1 
Forest Department Staff as of December, 1978 
Peninsular 	Sabah 	Sarawak 
Malaysia  
1. Managerial and Professional 	 140 	 46 	 33 
.2. Executive and Sub-Professional 	 139 	 28 	 26 
Clerical and Technical 	 1946 	 197 	 711* 
Industrial and Manual Group (1MG) 	 3036 	 416 	 - 
	
5261 	 657 	 770 
* Include 1MG 
Sources Progress Report 1973-1979 Forestry Department , Malaysia. 
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3.0. Forest Policy 
The Federal Forestry Department has an explicit 
statement on forest policy for the country, in particular 
Peninsular Malaysia (Appendix A). At the least, this 
statement provides leadership for other forestry policy 
makers in the country (Palm, 1980). After having stag-
nated for nearly two decades as interim policy, it has 
finally gained approval at the Federal level, mainly by 
the National Forestry Council and later endorsed by the 
National Land Council. It still awaits approval by the 
state governments. 
The 'National Forest Policy', besides stressing the 
need to dedicate sufficient forest lands as the Perma-
nent Forest Estate (PFE) for conservation and economic 
production, also places importance on the development of 
amenity forests for recreational as well as educational 
and scientific uses. In addition to that emphasis is 
made pertaining to sound management of the PFE, maximum 
economic utilization of-the forests and in fostering - 
public conciousness in forestry affairs. The importance 
of forest rehabilitation is emphasized along with deve-
lopment of forestry staff and cooperation with other land 
use agencies for optimum resource utilization. 
Salleh (1980) discusses the strategies in implemen-
ting this policy and pointed some of the problems that 
have been encountered. He commented that ' a great deal 
of problem is attributed to the incongruity of goals 
between the Federal and state governments. Whereas the 
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Federal governments goal is predominantly in favour of 
resource conservation towards a balanced development of 
environmental security and sustained yield of timber, 
the states' aims are generally for short-term benefits.' 
Therefore,'in the implementation of this policy, it is 
imperative that:- 
there is a full coordination between the 
Federal Department Headquarters and the 
State Forest Departments, and 
there is conformity by the states to 
policies set by the Federal government.' 
Although the policy is designated as 'National 
Forest Policy', however, it has not been nationally 
accepted. Besides, this policy is not applicable to 
Sabah and Sarawak. 
4.0. The Forest Research Institute (FRI) 
The FRI is the Research Division of the Forestry 
Department of Peninsular Malaysia. Its history could be 
traced as far back to the year 1925 when it was estab-
lished. Menon (1969) gives a good account of the deve-
lopment of the Institute since then. The Institute 
survived the effects of the retrenchment of staff in 
1930's, the decentralization policy, the war and finally 
the Emergency. Today it is the main organization respon-
sible for forestry research in the country. 
The early activities of the Institute were confined 
to collecting specimens for the herbarium, setting up an 
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arboretum and defining the botanical and taxonomic cha-
racterestics of forest environment. This was later 
followed by experimentation with such activities as 
provenance trials, species trials and wood and timber 
research experiments. The current emphasis is towards 
developmental research (Salleh, 1979). Research projects 
will be carried out with the objective of solving out 
developmental problems. In the past, research has been 
carried out in an environment of resource abundance, a 
situation which is totally different from today. The 
need, for developmental research becomes urgent due to 
scarcity of forest resources and the pressures of the 
social and economic environment. 
4.1. Organization and Functions of FRI 
Today, the FRI is organized into three main divi-
sions; namely the Forestry Research Division, the 
Forestry Products Research Division, and the Research 
Services Division (Figure 3-5). 
The Forestry Research Division is responsible for 
research in both the natural and plantation forests. 
The main theme of research is the development of better 
ways of growing trees and managing forests. The core 
activity is silviculture supported by other disciplines 
such as botany, plant physiology, ecology, entomology, 
plant pathology, tree improvement, soil science and 
biometrics. Research sub-stations have been set up in 
various part of the county in order to facilitate 
Figure 3-5 
Organisation Chart of Forest Research Institute (FRI) 
Deputy Director-General 
(Research and Industrial Development) 
(at Head uarters) 
Director 
Deputy 'Director 
(Forestry Research Division) 
Assistant Assistant Assistant 
Director Director Director 
(Natural (Plantation (Forest 
Forests Forests Biology 




(Forest Products Research Division) 
I Assistant 	Assistant I Assistant I Assistant 
Director Director Director Director 
(Research Servicing (Wood Pro- (Wood (Wood 
Branch) 	perties Protection Chemistry 
and Branch) Branch 
Machining 
Branch) 
Sourcea Report of the Forest Research Institute, Kepong, 1978. Forestry Department, 	
VIA 
Peninsular Malaysia. Research Pamphlet no. 77, 1980. 	 CN 
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research in different forest types. 
The Forest Products Research Division which is made 
up of the Wood Properties and Wood Machining Branch, 
Timber Protection Branch, and Wood Chemistry Branch, 
conducts research directed towards more efficient and 
diversified utilization.of the nation's forest resources. 
Research aimed at promoting higher operational efficiency 
in existing production systems are carried out so that 
wastage can be minimized and utilization of 'lesser 
known' species can be improved. 
The Research Service Division provides the necessary 
back up service required by the various Research Divi-
sions, Branches and Sections. 
4.2. The Coordinating Committee on Forestry Research 
This committee was created by the National Forestry 
Council in its meeting on the 28th of August, 1977. 
Headed by the Secretary General of the Ministry of Pri-
mary Industries, it is made up of representatives from 
Federal and state governments, the universities and the 
industries. The main aim of the Committee is to provide 
guidance and leadership in forestry research matters. 
The Committee has two sub-committee, one on Forest 
Research and the other on Forest Products Research. Both 
lend support towards achieving the objectives of the main 
Committee which include:- 
To advise the Government on research in forestry 
and forest products, 
To evolve-policies on research, 
To coordinate, monitor and assess research 
activities, 
To formulate and establish research priorities 
To advise on financial, manpower and other require-
ments for the advancement of research, and 
To assess, identify and promote the transfer of 
technology in forestry. 
The establishment of this Coordinating Committee 
provides a strong foundation to provide the impetus and 
support for the advancement of forestry research in the 
country. 
5.0. The Malaysian Timber Industry Board (MTIB) 
The MTIB is a statutory organization established by 
an Act of Parliment in June, 1973. It exercises an 
overall control of timber industry in Malaysia and coor-
dinates the development within its various sectors of 
activity. Members of the Board are appointed by the 
Minister of Primary Industries and made up of rpresen-
tatives from the Federal and state Governments and vari-
ous timber trade associations in Malaysia. The juris-
diction of the Board has not yet been extended to the 
Eastern States of Sabah and Sarawak. 
The management structure of the Board is made up of 
three main divisions, namely Marketing and Trade Deve-
lopment Division, Technical Service Division, and 
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The Board is self financed with its income being derived 
mainly from cess levied on all exports of timber 
products and fees charged on checks grading services. 
As provided in the Act, the major functions of MTIB 
include, all aspects of promotion and control of timber 
trade and marketing. It encourages effective utiliza-
tion of timber and provides technical advisory services 
required in the development of existing and future indus-
tries. In carrying.-out its functions, the Board is empo-
wered to enter into negotiations which it feels to be in 
the general interest of the industry, and to undertake 
marketing of timber on behalf of the small-scale timber 
industries. It has also been given the power, among 
other things, to prescribe the methods of fixing timber 
prices and the procedure to be followed by exporters in 
exporting timber. 
In order to ensure proper quality control over 
timber exports, the Board provides facilities for sorting 
storing, burid1ing, packing and other handling services. 
The Board has also established the Timber Freight Bureau 
(TFB) which is responsible for appropriate cooperative 
shipping arrangements among timber exporters. 
In Sarawak, the State Timber Industry Development 
Corperation was established in June, 1973. This Corpe-
ration was created based on a recommendation by FAO in 
order to 'stimulate the planned expansion of wood-based 
industries throughout Sarawak at a rate consistent with 
the overall interests of the economy, the availability 
M. 
of capital and technical expertise and the effective 
management of forest resource" (Murthy, Minos and Thorpe, 
1976). 
The STIDC controls manufacturing standards and trade 
practices within the industry. It provides technical 
and advisory services as well as develops training in 
all aspects of log production and wood processing. 
In Sabah, the activities of the timber industry is 
under the control of the Sabah Forestry Development 
Authority which was only established in 1976. 
6.0. Development and Role of the Forestry Sector 
in the Malaysian Economy 
This section will review the development and cont-
ributions of the forestry sector to the Malaysian socio-
economic development. Highlights will be presented on 
the extent and distribution of the forest and timber 
resources in the country and the part played by the 
timber industries in the economy. 
6.1. Forest and Timber Resources 
In Malaysia there is yet to be created a nationally 
coordinated forestry information system to monitor the 
changes in forest resource base (Mok, 1980). Thus most 
of the figures that have been quoted were merely gross 
estimates. In Peninsular Malaysia, the first systematic 
survey to quantify the extent of timber resources was 
carried out in 1969. The attempt was extended in the 
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form of a "National Inventory of the Peninsular Malaysia" 
in 1972. The data obtained from this inventory have been 
quoted since then. A forest inventory for Sabah was 
conducted in 1969 by a joint effort of the Canadian and 
the Malaysian governments (Martin and Udarbe, 1976). In 
Sarawak, under the Forest Industries Development 
Programme of the Food and Agriculture Organization (1968-
1972) a survey was carried out to determine the extent 
and amount of timber resources in the state. 
Available data (Table 3-2) show that about 58 per 
cent of the land area of the country is still forested. 
Among the three regions of the country, Sarawak has the 
largest area of forest. The forests of this state forms 
about 76 per cent of the total forest area in the 
country. 
For administrative purposes the forest is broadly 
classified into two main categories, namely reserve 
forests and Stateland forests, though in Sarawak there 
is another category called "communal forests". The 
Stateland forests are eventually cleared to give way for 
agricultural purposes, while reserve forests are main-
tained for productive and protective purposes. 
In the midst of rapid forest clearance, proposals 
have been made to set aside certain portions of the 
forests to be dedicated as permanent forest estate. 
Out of the total 19.3 million hectares of forest 11.6 
million hectares or 60.1 per cent has been proposed for 
Table 3-2 	 63 
Forest Resources in Malaysia (nililion hectares) 
Region Total 	Forest (2/1)c100 Perma-. Produc- 
Land Land nent tive 
(1) 	(2) Forest Forest 
Peninsular 13.2 	6.6 49.9 5.1 3.2 
Sabah 7,4 	3.3 44.5 3.3 2.3 
Sarawak 12.4 	9.4 75,7 3.2 2.4 
Malaysia 33.0 	19.3 58.4 11.6 7.9 
Source: 	Mok, S. 	T. 	(1980) "Forest resource exploitation 
and wastage in Malaysia? International 
Forestry Seminar, Faculty of Forestry, 
Universiti Pertanian Malaysia, Serdang, 
Malaysia. 
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this purpose. Only 68.1 per cent of this proposed area 
is considered productive. In Peninsular Malaysia, the 
status of this permanent forest estate is still uncertain 
(Anon, 1979S). The status of the forested land as a whole 
in Peninsular Malaysia is as shown in Figure 3-7. 
Tropical evergreen rain forest predominates in 
Malaysia and Dipterocarp forest is dominant among the 
forest types (Table 3-3). The forests are usually cha-
racterised by the existence of tall trees about 45 meters 
or more high and the large trees do not usually occur 
together, but as emergents for the top canopy of the 
forest. The number of commercial species is very much 
less than the number of tree species present and the 
species from the family Dip -terocarpaceae dominate. The 
structure of the forests is complex and this complexity 
partly accounts for the practice of selective logging 
and low proportion of available timber that is harvested 
and utilized (Salleh, 1980). 
In Peninsular Malaysia, the total gross volume of 
trees having diameters more than 46 cm. (18 inches) esti-
mated at the National Forestry Inventory was about 900 
million cubic meters. Out of this amount about 62.2 per 
cent or 560 million cubic meters are marketable volume. 
However, the total potential net volume was estimated at 
only 230 million cubic meters or 25 per cent of the total 
gross volume. This figure was arrived at after conside-
ring selective harvesting practices, inherent defects, 
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Peninsular Malaysia: Forest Resources, 1979 
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Forestry Management." Mal. For. .40(4): 
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Table 3-3 
Major Forest Types in Malaysia 
(million hectares) 
Region 	Dipterocarp 	Swamp 	Mangrove 
Peninsular 	 5.7 	 0.8 	0.11 
Sabah 	 3.0 	0.2 	0.08 
Sarawak 	 7.8 	 1.5 	0.17 
Malaysia 	 16.5 	 2.5 	0.36 
Source: Mok, S. T. (1980) op. cit. 
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harvesting wastage and areas unavailable or inaccessible 
for economic harvesting and allowing for appropriate 
reduction for defect and loss (Mok, 1976). 
The distribution of both the gross and net potential 
volumes indicates that the east coast states of the 
Peninsula are richer in timber supply. About 66 per 
cent of the gross volume and two-thirds of the net poten-
tial volume occurred in the east-coast. 
The Inventory also estimated the weighted national 
average gross volumes of trees above 45.7 cm. dbh. at 
186 m3 per hectare for Superior Dipterocarp Forests; 
166 m3 per hectare for Good lJipterocarp Forests; 130 m3 
per hectare for Moderate Dipterocarp Forests; and 41 rn3 
per hectare for Waterlogged Inland Swamp Forests. 
In Sabah, the volume of merchantable commercial 
timber above 183 cm girth (about 29 cm dbh.) varies bet-
ween 120 m3 per hectare in the East Coast and 107 m3 per 
hectare in the West Coast (Anon, 179b.. The estimated 
commercial volume of old-growth stands in Sarawak is as 
shown in Table 3-4. Philip and Ng (1979) gave the gross 
average volumes for Mixed Dipterocarp Forests, based on 
inventory of 750,000 hectares, at 134 m3 per hectare for 
trees above 45.7 cm dbh. and 315 m 3 per hectare for 
trees above 15.2 dbh. inclusive of pulpwood. An inven-
tory of a poorer area of approximately 375,000 hectares 
gave a lower volume of 121 m3 per hectare. 
Table 3-4 
Sarawak: Commercial Volume of Old-Growth Stands 
at the end of 1975 
Forest Types 	Areas (Acres) 	Volume mm3 ) 
Mangrove forests 











620 (18+ dbh) 
5070 ( 18 in. 
dbh.) 
Source: Yong, J., and Cheong, E. C. The nature 
of resource base in Sarawak. 
A Paper Presented at First National 
Timber Congress, Kuala Lumpur, 
8-10 Nov. 1976. 
6.2. Forest Exploitation 
The forests of Malaysia, in particular Peninsular 
Malaysia have been fast disappearing. Over the years, 
especially in the seventies, the rate of forest harves-
ting has been very high (Table 3-5. Between 1971 to 
1978 a total area of about 2.87 million hectares were 
opened up for logging giving an average annual opening 
of about 360,000 hectares. This rate is believed to be 
three times as fast 	the ideal one. About 73 per 
cent of the total opening was in the Stateland forests, 
the rate of cutting being about 243,000 hectares per year. 
It is expected that this rate will be reduced to 69,000 
hectares per year to coincide with the actual rate of 
land development. However, even at this rate, the State-
land forests will not survive at all beyond the year 
1987 (Yeom,F.c. 1980). 
The extent of forest exploitation in Malaysia from 
1970 to 1979 can be seen from Table 36. In Peninsular 
Malaysia the cutting of forest reserve is based on rota-
tion of about 50-80 years with minimum felling limits 
ranging from 122 cm to 183 cm girth at breast height 
(19.4 cm - 29 cm dbh.). Based on these criteria the 
nominal annual coupe has been about 32,000 hectares 
(Mok, 1980). Going back to Table 3-6, one can see that 
the annual coupe has been exceeded since 1971. The 
reasons offered for this high rate of exploitation are 
the 
,bouyant export market for tropical timber and the fast 
the 
expansion ofhome construction industry (Anon, 1979a). 
Table 3-5 
Annual Forest Opening for Logging and Log Production 
(1971-1978) in Peninsular Malaysia 
Forest Opening (acre) 	 Log Production 
Year 	(million cubic tons) 
PFE 	Stateland 	Total 
1971 168,295 614,154 782,449 5.05 
1972 233,118 825,780 1,Q48,898 6.30 
1973 278,060 791,191 1,069,251 6.85 
1974 186,304 686,604 872,908 6.09 
1975 275,679 470,824 746,503 5.32 
1976 290,947 724,109 1,015056 6.78 
1977 243,024 536,860 779,884 6.86 
1978 259004 541,789 800,793 6.75 
TOTAL 	1,924,432 	5,191,311 	7,115,743 	50.00 
Sources Anon. (19798) "Forest Resource Base, Policy and Legislation 
of Peninsular Malaysia" The Mal. For. 42(4)8328-348, 
0 
Table 3-6 
Forest Exploitation in Malaysia (thousand hectares) 
1970 - 1979 
Peninsular 	 Sabah 	I 	Sarawak 
Year 	I F. R. 	S. L. 	F.R. 	S.L. 	I 	F.R. 	S.L. 
1970 29 NA 39 23 17 51 
1971 68 248 43 23 NA NA 
1975 112 191 76 17 17 30 
1978 139 227 70 15 NA NA 
1979 NA NA 62 15 48 102 
Source: Mok,S. T. 1980 (op. cit). 
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Table 3-7 shows the projected timber supply and 
demand situation in Peninsular Malaysia. Based on these 
projections, Peninsular Malaysia will have to import logs 
for the industry starting from the Seventh Malaysia Plan, 
that is in about fifteen years time. 
In Sabah, the annual coupe for 1980 was estimated 
at about 73,000 hectares ( Anon ,1979b) and there were 
attempts to reduce this rate to half by 1982 (Timber 
Trade Journal, 198l). In Sarawak the annual coupe varies 
with different forest types. For mangrove forests the 
annual coupe ranges from 607.5 hectares to 485 hectares. 
The peat swamp forests are managed on an annual cutting 
rate of about 10,000-12,000 hectares per year. The 
annual coupe for licensed areas in the Hill Mixed Dipte-
rocarp Forests is about 40,000 hectares (Anon, 1979c ), 
The Peat Swamp Permanent Forests are expected to be 
liquidated by 1995 (Yong, J., and E.C. Cheong, 1976). 
6.3. Development and Role of Timber Industry in 
the Economy 
The timber industry of Malaysia is made up of three 
major components, namely logging, sawmilling, and ply-
wood and veneer industries. Other industries of lesser 
importance would include moulding, particle board and 
furniture manufacturing. The development and contribu-
tions of these industriestD the country's economy will 
be discussed in this section. Aspects of production, 
exports, ownership and investment will be highlighted. 
Table 3-7 
Timber Supply and Demand in Peninsular Malaysia 
Period 	Malaysian. Projected Projected Timber 
5-Year Average Timber Surplus/ 
Development Annual Flows Deficit 
Period Consumption 
1976-1980 	3 1.66 6.92 +5.26 
1 981 -1985 	4 2.00 4.81 +2.81 
1986-1990 5 2.65 4.28 +1.63 
1 99 1 -1995 6 3.45 3.74 +0,29 
1996-2000 7 4.40 3.74 -0.66 
2001-2005 8 5.40 3.74 -1.66 
2006-2010 9 6.60 3.74 -2.86 
Sources 	Yeom, F. C. 	 (1980) "Forest resource development 
in Peninsular Malaysia" International Forestry 
Seminar, Faculty of Forestry, UPM, Serdang, Malaysia. 
7L. 
The discussion is based on available literature mainly 
in the form of technical reports and papers presented 
at forestry seminars. The author found that reports on 
the industries of Peninsular Malaysia are more easily 
available compared with that of East Malaysia. Thus, a 
slight bias in the discussion more towards the Peninsula 
is unavoidable. 
Logging is predominantly a feature of timber 
industry in Sabah and Sarawak, where until recently 
'timber has been exported mainly in the form, of logs. In 
1978, about 70 per cent of log production in Sarawak was 
exported while the corresponding figure for Sabah was 
about 93 per cent. In Peninsular Malaysia, sawmilling 
and plywood manufacturing are well developed industries. 
This is partly due to the availability of skilled man-
power, abundant supply of logs from agri-conversion areas 
during the past years and bouyant overseas markets. 
In Peninsular Malaysia, the industry started in 
1930's but its impact on the economy was felt ever since 
the nation achieved' its independence. Since then the 
industry has been growing in importance both as a foreign 
exchange earner and as a source of employment. It 
'currently contributes about 5 per cent of Gross Domestic 
Product and employs about 95,000 people. For the whole 
country in 1980, the industry's contribution towards 
foreign exchange earnings was estimated at about M4 3.6 
billion, which was about 12.8 per cent of total receipts. 
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In Sarawak, forestry comes next to petroleum as a 
foreign exchange earner .and-its contribution during the 
first half of 1979 was about 30 per cent of the total 
value of exports. The sector employed about 27,815 
people in 1977 and this is projected to increase to 
53,170 in 1985. In Sabah, timber which accounted for 
about 50 per cent of the total export value in 1979, was 
the top foreign exchange earner , followed next by crude 
petroleum. 
The number of establishments of wood-based indus-
tries in Malaysia, in 1979 is as shown in Table 3-8. As 
can be seen the majority of the establishments are in 
peninsular Malaysia. Within Peninsular Malaysia they are 
to be found more in the Western part of the country, that 
is in areas of low timber availability. A great portion 
of the products,.especially from sawmills and plywood 
mills are exported. 
The individual component of the industry will be 
described next, starting with logging. 
6.3.1. Logging Industry 
Since 1972 the Federal government has progressively 
introduced restrictions on the export of logs. However, 
this rule did not apply to Sabah and Sarawak. In Penin-
sular Malaysia, a ban on the export of 16 species of logs 
has been imposed and on March 15, 1979, the government 
banned the export of three main species of sawn timber. 
Due to these restrictions, export of logs from Peninsular 
rm 
Table 3-8 
Number of Establishments of Woodbased industries, 1979 
Sawmills 
Plywood Mills-  
Planning and Jounery 
Moulding 
Furniture & Fixtures 
Wood Packing 
Prefabricated Wooden 







Peninsular Sarawak Sabah 
Malaysia - 
586 130 107 
35 3 8 
95 :NA NA 
52 15 1 
620 NA NA 
NA NA NA 
8' - - 
1 1 2 
130 (Malaysia) 
1 NA NA 
2 - - 
3 1 NA 
Factory 	 NA 
	
NA 
Chipboard 	 1 
	
NA 	NA 
TOTAL 	 1404 
	
154 	118 
Sources :1. Forest Department, Progress Report 1 973-1979. 
2.Anon (1979c ) Fo: rest Resources, Legislation 
and Policy in Sarawak. 
3.Kurnar, R. (1980) Forestry Economics and 
Development in Malaysia. Ph.D.Thesis 
Department of Economics,University of 
Edinburgh. Unpublished. 
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Malaysia slowly declined and in 1977 and 1978, only 3 
per cent of logs production was exported. 
Overall, the Fourth Malaysia Plan predicted that 
log exports from the country will drop by 5.5 per cent 
from 1980 to 1985. This involves a reduction in volume 
of about 3.4 million cubic meters but the value of 
exports will increase by 4.9 per cent to M$ 3,908 million. 
6,3,1.1, Sawlog Production and Export 
Table 3-9 gives the development pattern of sawlog 
	$ 
production in the country for the period 1960 to 1980. 
The production increased gradually about three times 
between1960 to 1970 and about five and a half times bet-
ween 1960 to 1980. This increase in production has been 
mainly due to rapid conversion of forest lands for 
agricultural purposes. One interesting feature of this 
pattern of production is that, Sabah, though having the 
smallest area of forests • among the regions, produced 
the greatest amount of logs. In 1978, Sabah produced 
more than half of the total production in the country. 
As has been mentioned earlier, restriction: in the 
export of logs is imposed in Peninsular Malaysia, thus 
most of the logs produced is consumed locally by the 
industries. Table 3-10 shows that only about 1.2 per 
cent of the logs exported in 1979 came from Peninsular 
Malaysia as compared to about 18.6 per cent in 1960. 
Sabah is still the biggest exporter of logs accounting 
for about 62.5 per cent of the total log exports in 1978 
Table 3-9 








1960 5,568 40.5 21.0 38.5 
1961 6 9 030 36.9 21.0 113.3 
1962 6,443 35.8 21.1 43.1 1963 7,786 34.11 21.7 143.9 
1964 8,407 35.5 22.0 42.5 
1965 9,681 33.3 23.8 42.9 1966 12,340 30.9 24.2 44.9 
1967 13,515 31.1 26.8 42.1 
1968 15,201 33.4 27.8 38.7 1969 12,882 33.7 27.3 39.0 1970 17,698 36.8 26.4 36.8 
1971 18,015 39.7 21.7 38.6 
1972 20,608 43.3 15.4 111.3 
1973 24,024 40.4 13.5 46.1 
1974 21,358 40.4 1 3.2 46.4 
1975 19,126 39.5 13.1 47.4 
1976 26,201 36.4 16.8 46.8 
1977 27,619 37.9 18.3 43.8 1978 31,469 30.3 18.8 50.9 
1979 NA - - - 
1980 9,282 	( PeninsularMalaysia only). 
Source :1. FAO Yearbook of Forest Products, various issues 1960-1979. 
2.Department of Statistics, Monthly Statistical Bulletin, Peninsular Malaysia,July 1981. 
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1960 2,088 118.6 	
0 
18.6 16.7 37.5 1961 2,582 136.6 15.5 19.14 65.1 1962 2,937 163.1 18.6 25.5 55.9 1963 3,643 204.9 16.2 24.1 59.7 1964 4 9 0115 205.4 17,4 17.0 65.6 
1965 4,781 263.3 17.0 25.14 57.6 
1966 6,432 385.1 17.1 30.0 52.9 
1967 7,091 475.6 6.3 31.6 52.1 
1968 8,240 549,5 16.5 36.3 47.2 
1969 8,768 604,3 16.6 34.9 48.5 
1970 8,914 643.6 18.2 35.1 46.7 1971 8,772 642.0 18.3 29.0 52.7 
1972 9 1 119 592.5 16.0 21.9 62.1 
1973 10,122 987.0 6.6 18.7 74.7 
1974 9,553 19032.8 6.1 17.6 76.3 
1975 8,473 669,5 4.9 14.8 80.3 
1976 12 0 172 1,471.9 3.0 24.3 72.7 
1977 16,099 1,516.7 1.5 24.1 74.5 
1978 16,713 1,672.9 1.0 27.1 71.9 
1979 16 9 084 19503.5 1.2 36.3 62.5 
1980 227.2 (Peninsular Malaysia only). 
Sources as Table 3-9 
followed by Sarawak who exported about 36.3 per cent. 
The export volume increased by about eight times from 
1960 to 1979. Earnings from log export increased about 
18.5 per cent per annum from 1960 to 1978 reflecting 
increased in price during the two decades. 
6.3.1.2. Ownership and Investments 
The first and the only census of loggers in Penin-
sular Malaysia was carried out in 1972. Sarawak carried 
out a separate survey in 1970 and Sabah is yet to carry 
out one. The results of the survey show that there were 
472 logging establishments in Peninsular Malaysia in 
1972 and 298 in Sarawak in 1970. More than half of the 
establishments in Peninsular Malaysia were in Pahang, 
Trengganu and Johore. 
Kumar (1980) summarized the features of the estab-
lishments, based on Table 3-1.1, as follows:- 
"More than 80 per cent in Peninsular 
Malaysia and about 70 per cent in 
Sarawak are under individual proprie-
torship or partnership. Only about 
20 per cent inboth parts are regis-
tered companies. Direct foreign in-
vestment is less than 5 per cent in 
both areas. 
Average output per unit is generally 
2 to 3 times higher in establishments 
that are registered as companies than 
sole proprietorship and partnership. 
ill. Average productivity per employee 
also follows the same trend in Penin- 
sular Malaysia, whereas in Sarawak 
the difference is relatively small. 
Productivity per employee in non-
Malaysian owned establishments is 
higher than those of Malaysian origin." 
Table 3-11 
Logging - Legal Status of Ownership and Productivity 
PENINSULAR MALAYSIA SARAWAK 
b c b c 
Number of Producti- Productivity Number of Productivity Productivity 
Establish- vity per per employee Establish- per unit per employee 
ments unit ments 
Individual 258 140,376 8,714 160 48,829 4 0 011 
Proprietorship d (55%) (59%) 
Partnershipd 148 266,554 11,239 30 24,550 5,069 
(ji%) (11%) 
Private Limited 64 776,500 16,710 68 15,152 7,819 
Company (13.6%) (25%) 
Public Limited 2 647 9 000 10,520 13 1060,137 5,862 
Company (0.4%) (4%) 
Temporary licencesto longhouses or village headmen included 
Value added (value of output minus value of input) divided by the number of establishments 
Total number of paid employees on full time divided by the value added 
Includes concession holders and/log contractors (some overlapping in cases where 
contractor works for several licencees of concession holders) 
Sources 	Kumar, R. (198 0 ) (op. cit.). 
EF 
Turning to investments, as Table 3-12 shows, about 
90 per cent of the fixed costs are in machinery and 
transport equipment. The total value of fixed assets in 
logging business at the end of the year 1972 in Penin-
sular Malaysia was about 	35 million. 
6.3.2. Sawmilling Industry 
The industry started in 1928 when licensing of 
sawmills was first introduced. In 1931 there were twelve 
sawmills in the Federated Malay States, one in Johore 
and three in Penang. Most of the sawmills then, operated 
with single bench circular saws. After World War II, 
electric power was used in the industry. 
With the development of export market , the industry 
grew rapidly. By 1960, there were already nearly 400 
sawmills in Peninsular Malaysia alone. To ensure the 
efficiency of the sawmills, a Committee on Wood-based 
industries was set up in 1962 to advise on the layout 
and design of sawmills. The Committee laid down a mini-
mum standard required for an efficient sawmill and choice 
of breakdown machinery. In 1979 there were 823 sawrni-11s 
in the country, the majority being located in Peninsular 
Malaysia. 
6.3.2.1. Production and Export 
For the entire country, sawnwood production 
increased by nearly four times from 1960 to 1978  with 
an average annual growth of about 8.2 per cent 
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31.12.1974 
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Logging as at 
31.12.1972 
Fixed Assets of Wood Based Industries, Peninsular Malaysia 
('000 Malaysian dollars) 
Land Building Transport Machinery Total 
and other Equipment and Value 
Construction Equipment 
116 1,613 25,572 8,331 35,365 
(0.3%) (5%) (72%) (22.7%) (100%) 
2 . Survey of Manufacturing Industries, 1974.Department of Statistics, 
Kuala Lumpur. 
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(Table 3-13). A major share of production was from 
ti4 
Peninsular Malaysia sawmills. Available data show A  from 
1976 onwards, sawmills of Peninsular Malaysia produced 
more than ninety percent of total production, with Sara-
wak contributing about seven percent and Sabah about 
three per cent. 
In terms of export, the volume increased by about 
five times from 1960 to 1979 with an average annual 
increase of about 10.5 per cent. On the average about 
45 per cent of production was exported. The major 
portion of the volume exported came from Peninsular 
Malaysia. The average annual increase in value is about 
twice the increase in volume reflecting increase in price 
(Table 3-14) of the commodity. The revenue increased by 
ten times between 1960 to 1979 with an average annual 
increase of about 17.7 per cent. 
6.3.2.2. Ownership and Investment 
The latest published information on the legal status 
and ownership of sawmills in Peninsular Malaysia is in 
the reports of the Survey of Manufacturing Industries for 
the year 1974 (Table 3-15 and 3-46). About 50 per cent 
are under individual ownership or partnership, normally 
family owned and managed. The other half of the sawmills 
are owned by private companies. The latter group of saw-
mills produced more than 72 per cent of the total produc-
tion in 1974. 
The majority of the sawmills, about 96 per cent, are 
Table 3-13. 
Sawnwood Production, Malaysia (1960-1980) 
Year 	Malaysia Output (Per cent share)  
(.'OOcYcu. in 	) Peninsular Malaysia Sarawak 	Sabah 
1960 1,396 . 	 711.3 20.3 5.4, 
1961 1,315 74.3 20.8 4.9 
1962 1,387 76.8 19.5 4.1 
1963 1,509 74.8 21.9 303 
1964 1 9 682 72.9 23.8 3.3 
1965 1,710 70.5 26.0 3.5 
1966 1,799 72.8 23.6 3.6 
1967 2,104 70.8 25.9 3.3 
1968 2,465 76.7 20.3 3.0 
1969 2,501 77.8 190 3.2 
1970 2,780 . 	 74.2 22.7 3.1 
1971 2,894 77.8 19.0 3.2 
1972 3,607 83.2 14.2 2.6 
1973 4 0 038 82.5 15.1 2.4 
1974 4,068 86.2 10.4 3.5 
1975 3,810 88.0 10.1 1.9 
1976 5,364 9004 6.7 2.9 
1977 5,589 91.3 - - 
1978 5,147 90.8 - - 
1979 NA NA NA NA 
1980 4,954 (Peninsular Malaysia only) 
00 
Sources as Table 3-9 
Table 3-14 
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2,597 (Peninsular Malaysia only) 
53.6 41.0 5.4 
55.3 42.8 1.9 
59.5 38.0 2.5 
62.6 36.5 0.9 
63.0 36.0 1.0 
63.0 36.0 1.0 
68.5 31.0 0.5 
68.0 32.1 1.9 
75.8 23.1 1.1 
76.5 22.7 0.8 
76.1 22.3 0.7 
78.3 21.0 0.7 
81.5 16.8 0.8 
88.3 11.5 0.2 
89.1 10.8 0.1 
86.8 12.8 0.4 
87.8 9.4 1.8 
88.0 'NA NA 
90.0 NA NA 
98.9 NA NA 
Sources as Table 3-9 
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Legal Status of Sawmills in Peninsular Malaysia as of 31. 12. 1974 
Number of persons engaged 
(M$ 	1 000) 
during December or the 
last pay period, 1974 Salarie 
Legal 	Number 






Gross 	Cost of 	Value 











TOTAL 	454 	549,265 	375,028 	174,237 	493 	22,513 	320 	67,783 
00 
Source: Department of Statistics, Survey of Manufacturing Industries, Peninsular 
Malaysia, 1974. 
Table 3-16 
Ownership of Sawmills in Peninsular Malaysia as of 31.12.1974 
Number of persons engaged 
(M$ 	1 000) 
during December or the 
last pay period, 	1974 
Salaries 
Paid workers L.and wages 
Ownership 	Number Gross 	Cost of 	Value Unpaid paid 
of Es- value of input added workers Full- 	Part- 
tablish- output time time (M$ 	'000) 
ments 
Malaysian 	438 	521,325 	356,846 	164,479 	489 	21,187 	308 	63,353 
Singaporean 13 	25,552 	16,824 	8,728 	4 	1,108 	- 	3,925 
British 	1 
American 	1 	2,387 	1,358 	1,029 	- 	218 	12 	504 
Hong Kong 	1 J 
Total 	454 	549,265 	375,028 	174,237 	493 	22,513 	320 	67,783 
Sources As Table 3-15 	 00 
00 
owned by Malaysian -,and the remainder are owned by 
foreigners, mainly Singaporeans. On the average each of 
the 13 sawmills owned by the Singaporeans produced more 
than its Malaysian counterpart reflecting the point that 
Malaysian owned sawmills are smaller in terms of output 
capacity. 
In terms of investment, the above mentioned survey 
found that at the end of the year 1974, the sawmilling 
industry invested about M$ 150 million in fixed assets. 
This is an increase of about 88 percent from that of 
1972. About 55 per cent of the total asset is attributed 
to the cost of machinery and transport equipment. The 
cost of land accounted for only 15.6 per cent of total 
cost and building and other construction about 29.0 per 
cent. 
6.3.3. Plywood and Veneer Industry 
The plywood and veneer industry started in 1948 
with the establishment of the first mill. Since then the 
industry has been growing very rapidly. Now there are 
46 plywood and veneer mills in the country producing 
about 500,000 cubic meters of plywood and about 100,000 
cubic meters of veneer, most of which is exported to 
countries like the United Kingdom and the Middle East. 
6.3.3.1. Production and Exports 
The volume of plywood produced in 1979 was about 100 
times than the volume produced in 1960. The average 
annual growth in production' was about 32 per cent. 
Table 3-17 shows that the major share of production came. 
from Peninsular Malaysia. In 1976, about 90 per cent of 
production came from the Peninsula, 5.0 per cent from 
Sarawak and about 5.0 per cent too from Sabah. In these 
two latter regions, the industry only started about 
fifteen years ago. 
On the average about 60 per cent of production is 
exported (Kumar, 1980). Both in terms of volume and 
value, plywood exports have increased tremendously. In 
1979, Peninsular Malaysia exported about 400,000 cubic 
meters of plywood valued at M.$ 261 million. Sarawak 
exported about 14,500 cubic meters worth about M$ 8.4 
million and Sabah's exports of about 13,300 cubic meters 
was worth about M.$ 11.7 million (Table 3-18) 
6.3.3.2. Ownership and Investm ent 
The reports of the Survey of Manufacturing Indust-
ries, 1974, show that twenty two out of thirty six (61 
per cent) plywood mills in Peninsular Malaysia were 
owned by private companies limited. Public owned compa-
nies accounted for about 33 per cent and the remainder 
owned by partnership companies. Of the total 36 sawmills 
then, only one sawmill was owned by foreign company, that 
is a Singaporean. The rest was owned by Malaysians. The 
value added of the industry at the end of 1974 was esti- 
mated at M$ 78.4 million. 
The amount of investment in the industry at the end 
Table 3-17 
Plywood Production, Malaysia (1960-1980) 
Year 	Malaysia Output 	 (Per cent share) 




7 0 H 
1962 10 
1963 •rl H H bD 
1964 12 a) 
1965 27 96.3 
1966 58 86.2 8.6 5.2 
1967 72 68.7 16.7 5.6 
1968 120 85.0 10.0 5.0 
1969 171 87.1 8.8 4.1 
1970 197 90.8 5.1 11.1 
1971 231 89.6 5.6 4.8 
1972 330 92.8 3.6 3.6 
1973 375 90.9 4.3 4.8 
1974 311 87.2 3.8 9.0 
1975 404 87.8 4.0 8.2 
1976 524 90.2 5.0 4.8 
1977 565 I I I 1978 465 
1979 490 ZI Z 
1980 NA I I 
Sources as Table 3-9 
Table 3-18 
Plywood Exports, Malaysia (1960-1980) 
Year 	Volume 	Value 	 (Per cent share of volume) 
( 1 000 cu. m) (M$ million) 	Peninsular Malaysia 	Sarawak 	SabaE 
1960 1.0 0.2 I 0) 0) 1961 2.0 0.5 4 
1962 3.0 0.8 0 
1963 2.0 0.2 to 
0) 
to 
0) 1964 9.0 2.2 I z 
1965 9.8 3.2 97.4 216  
1966 14.2 5.1 87.1 9.3 3.6 
1967 45.7 14.9 79.3 15.6 5.1 
1968 76.4 23.7 87.2 8.5 4.3 
1969 111.0 23.3 89.9 7.3 2.8 
1970 143.9 48.1 89.9 3.6 5.5 
1971 195.9 60.5 90.1 5.2 4.7 
1972 272.0 81.6 91.1 3.6 5.3 
1973 376.7 158.3 93.6 4.0 2.4 
1974 218.3 101.4 91.8 3.2 5.0 
1975 249.8 969 87.2 2.0 10.8 
1976 424.5 188.5 92.8 2.3 4.9 
1977 344.0 162.6 91.2 4.2 4.6 
1978 410.0 196.7 94.7 3.5 1.8 
1979 432.0 193. 4 93.5 3.4 3.1 
1980 NA NA NA NA NA 
\0 
1\) 
Sources as Table 3-9 
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of 1974 was estimated at M$ 143.3 million. About 56.6 
per cent of this total asset is invested in the machinery 
and equipment. Transport equipment accounted for about 
9.0 per cent, building and other construction, 24.0 per 
cent, and land, 10.3 per cent. The total amount of 
investment in 1974 presents an increase of about 38.0 
per cent from 1972. 
6.3.4. Other Wood-Based Industries 
The other wood-based industries that are of signi-
ficanceint.erms of the number of establishments include 
furniture and joinery, prefabricated timber houses units 
and components and mouldings. 
6.3.4.1. Furniture and Joineries 
In 1979 there were about 620 furniture mills and 95 
joineries in the country. They mainly produce-knock-down 
furniture and furniture components catering for domestic 
market. Only 4 companies alone producing 90 per cent of 
total exported furniture. 
The majority of the mills are owned by individuals 
and partnership companies and almost all of them are 
owned by Malaysians. 
6.3.4.2. Prefabricated Timber Houses and Components 
The number of establishments manufacturingPrefabri-
cated timber houses and components increased from 5 in 
1974 to 8 in 1979. They mainly cater for government 
development schemes and flood resettlement shernes, 
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although some products are exported to Indonesia and 
Australia. 
The potential for this industry to develop is bright, 
at least to cater for local markets. The Fourth Malaysia 
Plan envisaged the building of around 90,000 houses, thus 
the scope available for exploitation by the industry is 
established. 
6.3.4.3. Moulding. 
There were 52 moulding manufacturers in Peninsular 
Malaysia in 1979, 15 in Sarawak and 1 in Sabah. In 1977 
the earnings from the export of mouldings amounted to 
about M 77 million. The volume exported in 1979 was 
estimated at about 151,000 cubic meters and this figure 
is twice the volume exported in 1975. 
CHAPTER IV 
FEDERAL-STATE RELATIONS IN 
FORESTRY DEVELOPMENT IN MALAYSIA 
Introduction 
The Malaysian politico-socio-economic setting 
together with some of the socio-economic problems that 
have confronted the government in the past have been 
discussed in Chapter II. This is the background against 
which the birth and development of the forest industry 
have taken place. From the discussion in Chapter III one 
can see that from a resource management point of view the 
situation does not seem to be promising because the 
resource is fast diminishing. On the other hand, on the 
industrial side, a certain measure of prosperity has been 
built up especially in terms of industrial structure, 
production and export. Therefore, there appears to be a 
certain amount of imbalance between resource and indust-
rial developments.' Thus forestry in Malaysia can be said 
to have both benefited and suffered under the existing 
structure of government. 
The past discussions, however, did not touch very 
much on the relationship between resource management 
rights and the rights in industrial development or on the 
relationship between the State and Federal governments-in 
forestry development. In this chapter this relationship 
will be discussed. 
The major points of emphasis are the roles of the 
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State and Federal governments in forest and forest 
industry development in relation to the powers that have 
been allocated to them by the Constitution. 
They roles of public pressure groups in effecting 
certain governmental decisions on natural resource 
management will be mentioned in passing in. the discus_ 
sion:Dn:.resource use conflicts. 
1 0Federal Government Involvement in Forestry Development 
The division of legislative authority between the 
Federal and State governments in Malaysia is perhaps 
characterestic of a federation formed by an aggregation 
of separate political units which already had linkin 
terms of cultural, social or religious beliefs. In this 
situation Federalism may be expected to lead to a deve-
lopment of a strong national government operating in 
direct contact with the people, just as the constituent 
governments do. 
As has been explained in an earlier chapter, the 
Constitution has-produced States with well defined but 
limited jurisdiction while the Federal government has 
been given the responsibility for the majority of matters 
of national interest. 
Constitutionally a tree forms part of the land on 
which it grows and therefore until it is felled it comes 
under the legislative jurisdiction of the State . Once 
severed from the land, the tree becomes personal or 
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movable property and, under item 14(e) (property and its 
transfer and hypothecation, except land) and item 8 
(trade, commerce and industry), therefore, comes under 
the jurisdiction of the Federal government. 
Although the States, therefore, have preeminent 
jurisdiction over the country's forest resources, the 
Federal government has heavy responsibilities in many 
activities critical to their wise management and use. 
These particularly include matters relating to industry, 
trade and finance. Besides finance, the Federal govern-
ment has the overall control of activities concerning 
production, supply and distribution of products, imports 
into and exports, from the country, and regulation of 
industrial undertakings. 
The Federal government has a number of tools at its 
disposal which could be used to influence the policy of 
the State governments. However, the author feels that 
the government has made use of these instruments effec-
tively only to the benefit of the industry. The govern-
ment has been active in efforts which have fostered and 
promoted the establishment of wood using industries and 
has neglected matters essential to the provision of an 
adequate and sustained supply of raw materials. 
The discussion will start with the governmental 
structure that deals with trade and industry. 
1.1. The Ministry of Trade and Industry 
All activities concerning trade, commerce and 
industry are the responsibility of the Ministry of Trade 
and Industry. Through its various divisions, the 
Ministry looks after both domestic and international 
trade, supervises the industries and carries out research 
and planning on problems of trade and industry. 
The Domestic Trade Division has the responsibility 
of maintaining a sound commercial atmosphere and provides 
sufficient protection to newly established domestic 
industries. Activities pertaining to foreign trade rela-
tions and export development are the responsibility of 
the International Trade Division. The Industries Divi-
sion of the Ministry is responsible for regulating, 
supervising and enforcement of government industrial 
policies, objectives and guidelines while the Research 
and Planning Division undertakes in-depth research on 
problems of trade and industry which enables the Ministry 
to formulate policies and strategies for the implementa-
tion of trade and industrial programmes. 
The other divisions of the Ministry include 
Enforcement, Administration and Financial, Registry of 
Companies, and Registry of Trade Marks. 
In carrying out certain activities, the Ministry has 
to work in close association with other Ministries. For 
example, on matters that have bearing on Malaysia's 
foreign policy and its bilateral and multilateral 
relations with other countries, the Ministry has to seek 
guidance of the Economic Division of the Ministry of 
Foreign Affairs. On other matters concerning the 
forestry sector, for example, the Ministry has to work 
closely with the Ministry of Primary Industries because 
the Industrial Development Unit of the Forestry Depart-. 
ment is responsible for industrial extension and promo-
tion of timber utilization and wood-based industries. 
There would also be consultation between the 
Ministry and the Malaysian Timber Industry Board on 
matters relating to timber industry. 
Under the Ministry, there are three statutory bodies 
each with its own functions. The National Productivity 
Centre (NPC) plays an important role in the field of 
management development and supervisory training. The 
Tourist Development Corporation is responsible for the 
promotion of the tourist industry. The other statutory 
body, the Malaysian Industrial Development Authority 
(MIDA), formely the Federal Industrial Development 
Authority (FIDA), plays a very important part in promo-
ting and co-ordinating industrial development in Malay-
sia. Its general functions and activities will be 
described next. 
1.1.1. Malaysian Industrial Development Authority (MIDA) 
MIDA was established in 1965 but only became 
operational in 1967. Its main functions are to promote 
and coordinate industrial development in Malaysia and to 
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advise the Minister of Trade and Industry on the formula-
tion of policies relating to industrial development. 
Among the other functions are: 
to undertake ,-or cause to be undertaken economic 
feasibility studies of industrial possibilities; 
to undertake industrial promotion work (whether 
in the Federation or abroad); 
to recommend policy on industrial site develop-
merit and, where it deems fit, to undertake the 
development of such sites; 
to evaluate applications for pioneer status; 
to advise the Federal government, either on its 
own motion, or being referred to it by the 
Minister or the Minister of Finance, on measures 
for the protection and promotion of industries 
including the imposition and alteration of, and 
exemption from, customs and other duties, and 
import and export licensing. 
In general, MIDA's activities are aimed at accelera-
ting industrial development in the country. Through its 
various operational units, it helps to speed up the 
establishment of new industries and attempts the solution 
of industrial problems in accordance with Government 
policy. 
The authority undertakes studies important to the 
development of industry such as assistance to small scale 
industries, the effectiveness of investment incentives, 
the improvement of export incentives, measures needed for 
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encouraging labor intensive industries, and measures for 
the dispersal of industries to the lesser developed areas 
of the country. 
The identification of new industries is an important 
aspect of the Authority's activities. Project studies 
were carried out and these studies covered products which 
are mainly agro-based, which will utilise local raw mate-
rials and which can beexported. Among these completed 
studies include the feasibility studies on the establish-
ment of integrated timber complexes. 
The Authority's promotional activities include the 
sending of investment promotion missions abroad to meet 
potential investors and to generate interest in Malaysia. 
MIDA has established overseas promotion centres in 
various part of the world which include United States of 
America and Germany. 
1.2. Federal ncentives. for rTimber Industries 
Following the recommendations on industrial policy 
and Development 
of the International Bank for ReconstructionA(IBRD, 
commonly known as World Bank) in 1955 and the Industrial 
Development Working Party in 1957, the government has 
been offering various forms of incentives to industries, 
particularly export oriented industries. The timber 
industry, being no exception, has benefited from these 
incentives and in fact its growth is attributed partly to 
the favourable and attractive investment climate and 
partly to the attractive investment inceritives.(Abdul 
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Rahman, 1979). 
Soon after independence the government introduced 
the Pioneer Industries (Relief from Income Tax) Ordinance 
of 1958 which gave pioneer companies tax relief from 
income tax for periods:'ranging from two to five years. 
In 1968 Investment Incentive Act was introduced which 
broadened the scope of the former Act. Investment Incen-
tives embodied in the 1968 Act form the main instruments 
which have favoured the growth and development of the 
industry. 
Investment incentives comprise tax or fiscal and 
monetary incentives on the one hand and tariff protection 
and concessions on the other. These will be described 
briefly in the following paragraphs. 
There are seven major forms of tax incentives under 
the Act, but the Hotel Incentives are not applicable to 
the timber industry. The other six incentives are: 
Pioneer Status 
Labour Utilization Relief 
Investment Tax Credit 
Locational Incentives 
Export Incentives 
Increased Capital Allowance 
Pioneer Status 
This incentive is given in the form of total 
exemption from income tax for a period ranging from two 
to five years depending on the level of investment. The 
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first two years of tax relief are granted irrespective of 
the investment level and additional years of tax relief 
are granted according to the level of fixed investment as 
follows s 
A total of 3 years relief for capital investment of 
more than M$:250,000- 
A total of 14 years relief for capital investment of 
M$ 500,000. 
A total of 5 years relief for capital investment 
exceeding M$1 million. 
In addition, an extension of a further year of tax 
relief period is granted for fulfilment of each of the 
following three conditions: 
- if the pioneer industry is sited in a development 
area * 	 - 
- if the product or industry is a priority product 
or industry 
- if the specified percentage of Malaysian content 
is the final product is attained. 
Labour Utilization Relief 
The objective of this incentive is to encourage the 
establishment of more labour intensive projects. It pro-
vides for exemption of income tax in the same way as in 
the case of Pioneer Status, except that the granting of 
such exemption is based upon the number of full-time paid 
* as declared by the government. 
employees engaged in the project as follows: 
1011. 
ualifvirig emilovees 
51 - 100 
101 - 200 
201 - 350 
>351  





The extension of a further year of tax relief period 
is granted based on the similar conditions as the 
Pioneer Status. 
Investment Tax Credit 
This allows a company to deduct from its taxable 
income the sum at least equal to 25 per cent of the sum 
spent on the fixed assets qualifying for that relief. 
It is given for the year of assessment in the basis 
period in which the expenditure was incurred and for not 
more than five years after the beginning of the basis 
period in which the project was approved. The credit 
will be increased by an additional 5 per cent each on 
fulfilment of each of the earlier specified conditions. 
Locational Incentives 
This incentive is available only to an approved 
company locating its factory in an area specified by the 
Government as a 'Location Incentive Area.' 
It gives the company tax relief of five to eight 
years depending on the fixed capital investment or full 
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time paid employment. Two additional years may be - 
granted, one for each of the conditions fulfilled as in 
the other mentioned incentives. 
Exoort Incentives 
There are three types of incentives embodied in the 
Act, namely, Export Allowance, Accelerated Depreciation 
Allowance and Deduction for Promotion Overseas. 
Exoort allowance 
The amount of allowance is five cents for every 
dollar of the increase in the export sales of a taxpayer, 
such increase being the excess of the total export sales 
of the year in question over the average annual export. 
sales of the five or four immediately preceding years as 
the case may be. Where there are no sales in the immedi-
ately preceding years the export allowance will be five 
cents for every dollar of its total export sales for the 
year. 
Accelerated depreciation allowance 
This incentive is granted to resident companies if 
they. export 20 per cent (by value) of their total produc-
tion and if they incurred qualifying expenditure on plant 
for the purpose of modernising the company's production 
techniques or setting up a modernised factory. A quali-
fying company is entitled to an annual Accelerated Depre-
ciation Allowance of 40 per cent per annum in addition to 
the initial allowance. 
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iii. Deduction for promotion overseas 
These are deduction for expenses incurred for the 
purpose of seeking opportunities for the exports of 
products manufactured in Malaysia. 
Increased Capital Allowance 
This incentive is granted to companies which the 
government deems desirable in the national interest but A 
cannot be granted tax exemption under Pioneer Status, 
Labour Utilisation Relief, Locational Incentive or 
Investment Tax Credit. 
Besides these incentives the government has intro-
duced other incentives like the Export Refinancing Faci-
lity, Accelerated Depreciation Allowance and Reinvestment 
Allowance. 
Under the Export Refinancing Facility, Bank Negara 
(Central Bank) will refinance credit extended by commer-
cial banks to exporters of manufactured goods for a maxi-
mum period of three months at a preferential rate of 
interest of 4.5 per cent per annum (as from 4th. April, 
1977). By 1980 the total amount of refinancing facility 
provided for exporters amounted to ivI$ 2,003 million 
(Fourth Malaysia Plan ). 
During the first half of the Third Malaysia Plan 
(1975-1980) the government approved 395 projects expor-
ting more than 50 per cent of their products of which 72 
per cent were granted some form of incentive. The majo-
rity of these projects include: chemical and chemical 
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products (26), food products (94), wood products(74), 
textiles (37), electrical and electronics (47) and rubber 
products (24). 
Tariff concessions in the form of customs duty exem-
tion on raw materials or components, machinery and equip-
ment and duty drawbacks on imported raw materials or 
components in the goods manufactured for exports, have 
also been offered to the industries. 
1.3. Industrial Finance 
The sources and types of financing in the timber 
industry depend on the structure of the industry itself 
(Subramaniam, 1979). For the smaller mills, financing is 
basically through internal funds. 	The slightly more 
capital intensive mills obtain their finance through 
loans from commercial banks and finance companies (see 
Table 4-1). The government, through its financial insti-
tution, assists the establishment of some of the more 
capital intensive industry like the plywood industry. 
In Peninsular Malaysia the main government institu-
tions responsible for industrial finance are the Malay-
sian Industrial Development Finance Limited (MIDF) and 
its subsidiary the Malaysia Industrial Estate Limited 
(MIEL). Its counterpart in East Malaysia is the Borneo 
Development Corporation. Sabah has recently established 
the Sabah Development Bank. 
Table 4-i 
Commercial Bankss Classification of Loans and Allowances to 
Manufacturing Industries (M$ million), 	1978-80 
Purpose or group of As at end of As at end of As at end of 
borrowers 1978 1979 1980 
Rubber products 108.0 133.6 175.7 
Tin 13.8 503 7.8 
Rice Milling 50.2 37.1 34.1 
Foods, Drink and Tobacco 183.3 208.9 306.1 
Soups and Oils 1 29. 1 1 85.2 375.9 
Textiles and Clothing 262,9 265.6 357.3 
Woodwork and Furniture Making 127.0 143.7 224.7 
Printing and Publishing 130.8 147.2 184.6 
Metal Products and Machinery 364.3 382.8 657.2 
Building Materials 189.8 250.1 245.1 
Other Manufacturing 666.3 805.2 1,146.9 
TOTAL 2,225.5 2,564.2 3,715 , 4 
Source: 	Department of Statistics, Monthly Statistical Bulletins of Peninsular Malaysia, 
September, 	1981. 
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1.3.1 The Malaysian Industrial Development Finance 
Limited (MIDF) 
The MIDF was established in 1960 with the main 
purpose of providing medium and long-term loans for 
industry. The government and the Central Bank, Bank 
Negara Malaysia, contributed 20 per cent of the capital, 
and private Malaysian sources provided 11 per cent, with 
the rest of the capital coming from foreign sources 
(Vreeland, N., et al. 1977). 
One of the lending policies of the MIDF is to give 
special attention to a wide range of manufacturing 
industries, in particular export oriented industries 
(Bank Negara Report, 1976). The first loan to a wood-
based industry was made in 1961 (Subramaniam, 1979). The 
Second National Timber Congress (1979) reported that the 
MIDF as involved in financing 60 per cent of the ply-
mills in Malaysia up to a value of M$ 60 millions in 
loan. At least, at the end of 1976, loans to wood-based 
industries from MIDF amounted to about M$ 28.6 millions 
which was about 14.0 per cent of the total loans to manu-
facturing industries (Table 4-2). 
The MIEL was established to build plants for sale 
on easy credit terms. It also provides financial assis- 
tance in the form of factory mortgage loans. These loans 
are given mainly to industries engaged in the manufacture 
of food, knitted wear, wood and rubber products, 
machinery and printing (Bank Negara Report, 1976). 
Table 4-2 
Loans by MIDF to Manufaôturing Industries (M$ million), 1975-76 
As at end of As end of 
1975 (Percent) 1976 (Percent) 
Food, beverages and tobacco 22.3 10.8 27.2 13.4 
Textile and Wearing apparel 49.2 23.9 50.9 25.1 
Wood Products 31.4 15.3 28.6 14.1 
Printing and Publishing 7.1 3.4 7.5 3.7 
Chemical and Chemical Products 29.6 14.4 26.3 13.0 
Rubber Products 10.9 503 10.6 5,2 
Non-metallic Mineral Products 11.0 5.3 13.5 6.6 
Basis metal and Metal Products 23.6 11.5 25.2 12.4 
Machinery and Transport 13.5 6.5 10.9 5.4 
Equipment 
Other 6.9 3 , 3 1.3 0.6 
TOTAL 205.5 100.0 202.2 100.0 
0 
Sources Bank Negara Report, 1976 
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1,3.2. Borneo Development Corporation (BDC) 
The BDC is jointly owned by the State Governments of 
Sabah and Sarawak. It was established for the main 
purpose of promoting industrial development in these two 
States. Its share capital was restructured at the begin-
ning of 1975 whereby the 50 per cent of its shares owned 
by the Commonwealth Development Corporation was purchased 
in equal proportions by the State Governments of Sabah 
and Sarawak, making it a fully resident controlled 
company. 
The BDC gives loans to manufacturing and light 
industries, transport and storage industries in Sabah and 
Sarawak. The Corporation also pursues actively the 
development of residential housing in the two States. 
1.4. Industrial Legislative Measures 
The federal government imposed two main legislative 
measures to increase its control over industry. One of 
the major aims of these measures was to make certain that 
practically all firms would be subject to the New Econo-
mic Policy objectives. The two measures were the imple-
mentation of the Industrial Coordination Act, (1975), and 
the Petroleum Development (Amendment) Act. (1975). (PDA). 
The Industrial Coordination Act stated that all 
manufacturing activities with capital of M$ 100,000 or 
with twenty five or more workers had to be licensed by 
the Minister of Trade and Industry and that any condition 
deemed suitable could be attached to the licence; failure 
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to comply with such conditions could result in revocation 
of the licence. 
The PDA stipulated that not only refining, processing 
and manufacturing of petroleum and petrochemical products 
but also the marketing and distribution of such products 
were the sole right of National Petroleum (Petroleum 
Nasional-PETRONAS), the government oil company. 
The Fourth Malaysia Plan reported that the imple-
mentaion of these two Acts had caused anxiety' amng 
investors and had a depressing effect on private sector 
investment in 1975 and 1976 (Fourth Malaysia Plan. p. 134-) 
1.5. Foreign T'ade and Lnvestment 
Malaysia is a member of international organizations 
such as the General Agreements on Tariffs and Trade 
(GATT) and the United Nations Conference on Trade and 
Development (UNCTAD). The International Trade Section of 
the Ministry of Trade and Industry represented Malaysia 
at meetings held by these organizations. 
The processing of foreign applicants is done by the 
Malaysian Industrial Development Authority (MIDA). 
However, in the case of forestry, since it is a State 
matter, forest concessions must be approved by the State 
governments (Chong, 1980). 
In 1974 the Foreign Investment Committee (FIC) was 
established to oversee the implementation of the New 
Economic Policy, especially in restructuring objectives. 
Particularly important were the acquisition of assets or 
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interests of Malaysian companies and business through 
mergers and take-overs which brought no tangible benefit 
to the economy and which would further accentuate the 
imbalances in ownership between Malaysian and foreign 
interests (Fourth Malaysia Plan). 
The FIC is guided in its work by the 'Guidelines for 
the Regulation of Acquisition of Assets, Mergers and 
Take-Overs' of companies and businesses with. interests: in 
Malaysia. The main aim of these guidelines is to ensure 
that private sector transaction lead to net economic 
benefits in relation to such matters as the extent of 
Malaysian participation, ownership and management, income 
distribution, growth, employment, exports, quality and 
range of products and services, economic diversification, 
processing and up-grading of local materials, training, 
efficiency, and research and development. 
With respect to new investment in extractive and 
natural resource industries, which include forest 
exploitation industries, 70 per cent of the equity of 
such enterprises should be owned by Malaysians, with at 
least 30 per cent of the equity reserved for the partici-
pation of the Malays and other indigenous people. 
1.6. Log and SawntimberE.xport-Import Regulation 
In Peninsular Malaysia the Federal government 
controls the quantity of logs and the quality of timber 
products exported. The Ministry of Primary Industries 
working closely with the Ministry of Trade and Industry 
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impose measures to restrict the export of logs to 
encourage domestic processing. Rules are introduced in 
the export of timber products so that the quality of the 
products is maintained. 
1.6.1. Log Export Ban 
As far as logs are concerned, there has been a 
progressive ban on their export since the early sixties. 
However, the earlier ban did not apply to the export to 
Singapore, simply because she was once a part of Malaysia. 
During that time logs from southern part of Peninsular 
Malaysia in particular found their way to Singaporean 
mills due to easy transportation both by rail and road. 
The Singapore millers could afford to pay better prices 
for logs and were less fastidious in the choice of 
species. Despite the export ban, the volume of log 
exported increased particularly to Singapore and the 
mills in Peninsular Malaysia were working below capacity 
due to shortage of logs (Lian, K.K.,1966). 
Then, starting from 1972 the government imposed the 
ban on the export of logs even to Singapore. By 1978 
there were already fourteen species of logs banned from 
export to Singapore. 
At present, a ban on the export of sixteen species 
of logs has been imposed and the export of other species 
of logs above 140.6 cm in diameter is regulated by export 
quotas. On March 1, 1979 the government banned the 
export of three main species of sawntimber, namely Red 
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Balua (Shorea spp. ), Chengal (Balanocarpus hemii) and 
Sepetir (Sindora spp). 
Despite this ban, the timber industry in Peninsular 
Malaysia will face a physical shortage of at least 4.2 
million cubic metres of wood every year based on current 
performance (Paul Leong, 1979). The government realises 
that imports will be needed and action in this direction 
has been taken. The import duty of 15 per cent ad 
valorem and the 5 per cent value surcharge on log imports 
have been removed to alleviate the log supply problem. 
Sabah and Sarawak are free to legislate on matters 
concerning log exports. In pursuing the policy of local 
processing the government of Sabah in 1977 imposed high 
export royalty rates on the export of logs and reduced 
royalties on all timber locally processed from. 10 per 
cent to 7 per cent of the average F.O.B. prices of logs 
exported. 
1.6.2. Control of export of timber products 
The Malaysian Timber Industry Board (MTIB) has been 
delegated the responsibility of issuing export licences 
for timber and timber products on behalf of the Director-
General of the Customs and Excise Department. 
Control is established by requiring the exporters to 
register with MTIB before they carry out their activities. 
Depending on the products that they are dealing with, an 
inspection of the products is carried by the officers of 
MTIB before a licence is issued. 
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To ensure the quality of exported products, an 
inspection is carried out and the goods have to meet the 
specified grade and standard as defined by the Malayan 
Grading Rules (M.G.R.) or British Standard or Japanese 
Plywood Inspection Corporation Standard (1968) as in the 
case for plywood. 
1.7 	Forest Finance 
Financing is a critical phase in the execution of 
forestry activities. In Malaysia forestry activities are 
financed both by the States and Federal governments. 
While the States are responsible for the rehabilitation 
and improvement of the timber resources, the Federal 
government provides finance for manpower and research 
development. However, according to the Constitution 
(Article 1090)), the Federal government may make grants 
for any specific purposes to any of the States on terms 
and conditions as provided by law. Therefore, this is 
one area where th.e Federal government could influence 
directly State activities affecting the development of 
the resource, if it wished to do so. 
Also, certain forestry projects have a nationwide 
impact rather than being traditionally confined within 
the boundary of any individual State. Such projects are 
normally of national interest and it would be expected 
that the Federal government should play a bigger role in 
finance. In Malaysia, such projects include the Pilot 
Plantation of Quick Growing Industrial Tree Species' 
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which was started in 1967 and cost about M$ 6 million 
(Forest Department, 1967). In deciding the proportions 
of finance each government should contribute some 
conflict could arise. 
In terms of sources of revenue, the Federal govern-
ment has a wider tax base than the States. In forestry, 
revenues in the forms of premium, royalty and cess accrue 
to the States while the Federal government collects 
income tax from workers and timber companies, and also 
export tax on timber. It is thought that the Federal 
government gets more income than the States out of 
forestry and timber-based activities. An overall picture 
of the revenue situation of the Federal and State govern-
ments for the period 1970-1980 is as shown in Table 4_3. 
The revenue of the States never exceeds 20 per cent that 
of the Federal or for that matter never exceeds the 
revenue from income taxes of the Federal government. 
1.8. Government Expenditure for Forestry Development 
The Federal and State governments make allocations 
in their annual budgets for the purpose of forestry 
development. However, for States with' limited financial 
resources, the expenditures mainly come from the Federal 
government. The original allocations for the forestry 
sector in the individual States during the Third and 
Fourth Malaysia Plans is as shown in Table 4-4. The 
allocations vary from State to State depending, perhaps, 
on the amount of work that has to be done in the States 
Table 4-3 
Malaysias Revenue of the Federal and State Governments, 1970-80,(M$ million) 
DIRECT TAXES 701 2,021 5,466 23.6 22.0 22.8 
Income taxes 657 1,926 5,121 24.0 21.6 22.8 
Petroleum royalties/cash payments - 78 295 - 30.5 - 
Others 44 17 50 -17.3 24.1 1.3 
INDIRECT TAXES 1,299 2,555 6,457 14.5 20.4 17.4 
Export duties 258 625 2,420 19,4 31.1 25.1 
Import duties and surtax 557 801 1,686 7.5 16.1 11.7 
Excise duty 249 450 994 12.6 17.2 14.9 
Sales tax 
- 272 647 18.9 - 
v, 	Road tax 169 241 378 7,4 9,4 8.4 
vi. Others 66 166 332 20.3 14.9 17.5 
Non Tax Revenue 400 541 947 6.2 11.9 9.0 
Total Federal government revenue 2,400 5,117 12 9 870 164 20.3 18.3 
State governments revenue 461 812 2,178 12.0 21.8 16.8 
Total Federal and State governments  
revenue 2 0 861 5,929 15,048 167 20.5 18.1 
Sources 	Fourth Malaysia Plan, 1981-85. 	Government Publisher. 
Table 4_4 
Malaysia: Original Allocation for Forestry Development by State 
1976-1985 (M$ million) 
State 1976-80 Percent 1981-85 Percent 
Kedah 0.42 0.75 0.17 0.27 
Penis - 	* - 0,33 052 
Penang - - 0.02 0.03 
Perak 2.70 4.86 0.66 1.o4 
Selangor 20.35 36.69 21.06 33. 42 
Federal Territory 1.95 3.46 3.45 5.47 
Negri Sembilan 0.87 1.51 0.44 0.70 
Malacca - - 0.02 0.03 
Johore 7.77 14.01 9,79 15.53 
Pahang 2.75 4.95 10.54 16.73 
Trengganu 8.15 14.69 1.62 2.57 
Kelantan 1.50 2.70 0,38 0.60 
Sabah 2.64 4.76 - - 
Sarawak 6.38 1 1050 14.52 23.04 
Total 55.45 100.00 63.00 100.00 
Sources: 1. Third Malaysia Plan, 1976-80. Government Publisher. 
2. Fourth Malaysia Plan, 1981-85. Government Publisher. 
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and also on their financing capacity. It is surprising 
to note that despite the immense importance of forestry 
in the economy of Sabah, no allocation has been made 
during the Fourth Malaysia Plan. 
The position of the forestry sector in the overall 
development expenditure for agricultural programmes 
during the period between 1971 to 1985 is shown in Table 
4-5. If the allocations made reflect the relative impor-
tance of each activity in the eyes of the government, 
forestry is not even as important as agricultural 
research. The allocation made for forestry represents a 
meagre portion of the overall development expenditure for 
agricultural programmes averaging about 0.6 per cent, 
during the period. 
Looking at the Table, another interesting point to 
note is that even these small allocations have not been 
fully utilised. Perhaps, this reflects the inefficiency 
of the Forest Departments 
activities. 
in carrying. out their 
2.0 	States 1'ights in Forest Resource Management 
Besides timber the States of Malaysia are naturally 
endowed with mineral resources like petroleum, natural 
gas, coal and tin. Chooi (1980) describes the occurance 
of some of these resources, according to her petroleum, 
natural gas and coal occur mainly along the east coast 
of the Peninsula and in the eastern Malaysia States of 
Sabah and Sarawak. Tin is mainly found in Peninsular 
Table k-5 
Malaysia: Public Development Expenditure For 
Agricultural Programmes, 1971-85 
(M$ million) 	- 
Agriculture: 
Integrated agricultural development project 
Pineapple replanting 	•. 
Coconut replanting •. 
Diversification of crops .. 
Extension and other services 
Other programmes associated with agricultural 
development (DOA) 	.. 
Input subsidies 	.. 
KADA 	-. .. 	.. 
MADA .. 	.. .. 
Rubber replan:irzg .. 	 .. 
Land and regional development: 
FELDA .. 	.. 	-. 
FELCR..A .. .. .. 
Public Estates 	.. 	 .. 
State Land development boards 
DARA 	.. 	.. 	.. 
KETENGAH .. .. 
KEJORA .. 	.. 	.. 	.. 	. - 
KESEDAR .. 
Bintulu Development Authority 
Kedah Regional Development Authority 
Drainage and irrigation 	.. 
Forestry 	.. 	.. 	.. 




Actual 	Achievement, .Rei'isedTMP 
expenditure, % 	allocation, 







- - - 254.70 198.23 77.8 892.00 
4.76 4.09 85.9 23.13 12.39 53.6 20.00 
33.63 28.02 83.3 62.30 31.20 50.1 49.83 
24.48 24.48 100.0 66.97 54.71 81.7 64.46 
39.71 39.71 100.0 62.88 20.95 33.3 79.92 
- - - 156.10 92.42 59.2 189.39 - - - 300.00 101.80 33.9 500.00 
0.30 - - 12.09 7.36 50.9 .28.00 
0.40 0.40 100.0 5.75 572 99.5 33.00 
170.46 145.62 85.4 262.83 198.23 75.4 316.66 
898.60 678.41 75.5 2,014.70 1,732.71 86.0 2,040.96 
63.68 50.96 80.0 209.98 192.80 91.8 472.08 
- -. 	 . - 5.42 5.42 100.0 274.50 
196.70 170.06 86.5 207.25 109.97 53.1 143.50 
105.75 37.80 35.7 458.78 371.54 81.0 313.00 
7.11 2.80 39.4 163.76 111.84 68.1 250.00 
77.33 48.15 62.3 239.92 195.67 81.6 209.03 - - - 115.60 24.70 21.4 250.00 - - - - - 26.00 - - - - - - 3.00 
257.43 217.81 84.6 778.61 554.84 71.3 860.33 
12.79 8.85 69,2 39.64 25.61 64.6 63.00 
61.7 57.04 . 	92.3 168.75 127.22 754 241.00 
cont... 
Fisheries 	.. 	 .. 	 .. 	 .. 	 .. 	 .. 39.05 
Agricultural research 	•.. 	 .. 	 .. 	 .. 27.90 
Agricultural 	credit, 	marketing, 	processing 	and 
cooperatives: 
Bank Perianian 	.. 	 ... 	 .. 	 .. 50.00 
FOA 	.. 	 .. 	 .. 	 .. 	 .. 22.00 
Cooperative development 	.. 	 .. 	 .. 0.38 
FAMA 	 .. 	 .. 	 .. 31.11 
National Padi and Rice Authority .. 	 .. 70.00 
National Tobacco Board 	.. 	 .. 	 .. 0.54 
Others.. 	.. 	 .. 	 .. 	 .. 	 .. 	 .. 83.48 
Tor. 	.. 2,279.36 
public estates allocation for the SMP was provided under Others. 
Continue... 
31.78 81.4 322.63 105.84 46.8 434.62 
25.07 89;9 89.54 69.33 77.4 93.00 
50.00 100.0 305.77 37.50 35.5 167.00 
20.94 95.2 120.51 117.49 97.5 241.40 
0.09 23.7 25.62 9.99 39.0 50.00 
31.11 100.0 81.50 39.64 .48.6 165.00 
36.32 51.9 73.80 49.54 67.1 118.92 
0.54 100.00 18.67 15.52 83.2 13.00 
83.48 145.5 1.02 1.02 100.00 - 
1,793.53 6,448.25 4,666.20 8,608.60 
Sourcet Fourth Malaysia Plan, 1981-85. Government Publisher. 
l\) 
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Malaysia in the States of Selangor and Perak (Figure 4_1). 
The Federal government is responsible for the 
development of mineral resources along with oils and oil-
fields, purchase, sale, import and export of minerals and 
mineral ores; and petroleum products. The States have 
rights only in issuing permits and licences for prospec-
ting for mines. Revenues from mines are assigned to the 
States. However, in terms of control, the Federal govern-
ment has greater power especially with the introduction 
of such legislation as the Petroleum Development Act. 
Under this Act the entire ownership and exclusive right 
to explore and exploit petroleum in Malaysia were vested 
in PETRONAS (National Petroleum) subject to the control 
and direction of tbeHrime.Minister. The States only get 
5 per cent of the royalty from the petroleum industry. 
Thus, in terms of control over natural resources, 
the States are left only with the forests. Perhaps that 
is one of the reasons why the States have jealously 
guarded their sovereignty over the forests. A discussion 
on some aspects of how the States have exercised their 
rights over the forests follows next. 
2.1. Distribution of Forest Area 
As has been mentioned earlier, forests still cover 
about 58 per cent of the total land area of the country. 
About 66 per cent of these forests are found in Sabah and 
Sarawak. The remaining 34 per cent is distributed among 
the States of Peninsular Malaysia (Table 4-6). 
Figure 4-1 
Malaysia: Mining and Industry, 1971 
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Source: Vreeland, N., et al. (1977) Area Handbook for Malaysia. U.S. 
Government Printing Office, Washington D.C. 
a 
Table 4-6 
Statement of Areas of Forested Land in Peninsular Malaysia 1978 (Hectares) 
Area of 	Forest 	Percent 	Wildlife 
State Reserves of Forest and 
Reserves Other 











Johore 1 ,898,529 483,160 87.5 44,171 24,867 552,198 29.0 
Kedah 942,530 340,276 88.5 4,921 39,359 384,556 40.8 
Kelantan 1,493,181 239,790 25.2 108,783 601,391 949,964 63.6 
Melaka 164,988 6,693 76.6 648 1,399 8,739 5.3 
Negri - 
Sembilan 664,356 185,696 94,7 - 10,360 196,056 29.5 
Pahang 3,596,585 572,134 21.3 352,070 1,762,679 2,686,883 74.7 
Penang 103,344 6,087 82.7 803 466 7,356 7.1 
Perak 2,100,555 654,995 64.6 3,678 354 9 375 1,013,047 48.2 
Perils 79,515 10,124 47.8 207 10.827 21,158 26.6 
Selangor 820,019 212 0 654 90.3 6,864 159871 235,389 28.7 
Trengganu 1 ,295,566 236743 30.2 80,292 467,077 784,113 60.5 
TOTAL 1 3, 1 59,169 2,948,351 602,437 •3488 0 671 6,839,458 
Sources Forest Department, Annual Report, 1978. Peninsular Malaysia. 
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The distribution of forest area in Peninsular 
Malaysia follows very much the size of the States. Thus, 
with the exception of Johore, the other big States of 
Pahang, Kelantan, Trengganu and Perak, have about 50 per 
cent or more of their land area under forests. Together 
the forests of these States form about 79 per cent of the 
total forest area in Peninsular Malaysia. Pahang has the 
biggest forest area while Malacca and Penis have practi-
cally no forest. 
Forest reserves form about 43 per cent of the total 
forest land area in Peninsular Malaysia. One interesting 
point about the distribution of forest reserves is that 
the States with the greater forest areas have smaller 
percentages of forest reserves. Pahang and Kelantan, for 
example, have only about 21 per cent and 25 per cent res-
pectively, of their forests classified as forest reserves. 
This reflects the desire of the State governments con-
cerned to cut large amount of the forests, either in res-
ponse to good demand for timber or to make way for agri-
cultural development. In both cases, the States are 
aiming for financial benefits. 
The distribution of productive and unproductive 
forest reserves is shown in Table 4-7. Approximately 
70 per cent of the forest reserves are productive and 
again the States with bigger forest areas have bigger 
productive forest reserves. 
Table 4-7 
Peninsular Malaysia: Area of Productive and Unproductive 
Forest Reserves, 1978. (Hectares) 
Inland Forests Percent of Productive 
Productive 1Unproductive Total to Forest Reserves 
Johore 380,963 76,579 457,541 83.3 
Kedah 185,494 145045 331,240 56.0 
Kelantan 186 0 021 53,746 239,767 77.6 
Malacca 5,798 817 6,615 87.6 
Negri Sembilan 81,652 102,689 184,341 44.3 
Pahang 482,074 87 9 487 569,561 84.6 
Penang 1,787 3,894 5,681 31.5 
Perak 331,456 283,041 614,498 53.9 
Penis 7,424 2,700 10124 73.3 
Selangor 159,901 30,231 190,133 84.1 
Trengganu 2069937 28,830 235,767 87.8 




929512 	10,571 	103,083 	89.7 
Grand Total 	2,122,020 	826,331 	2,948,351 	72.0 
Source as Table 4-6 
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2.2. Forest revenue 
The forests are an important source of revenue 
particularly for the States which have large forest areas. 
For the eastern States of Sabah and Sarawak, for example, 
forest is obviously more important to them than to the 
Federal government. In terms of forest revenue, these 
two States are exceptional- when compared to the other 
States in the ãountry. In addition to. the forest charges, 
they are also assigned the revenue from the export duty 
on timber and other forest produce. In 1978 Sarawak 
collected about M$ 54 million from timber and despite its 
relatively small forest area, Sabah collected about 
M$ 510 million in the same year. The total revenue 
collected for the whole Peninsular Malaysia in that year 
was about M$ 100 million. 
Table 4-8 indicates the relative importance of 
forest revenue to the State governments of Peninsular 
Malaysia. Besides the allocations and grants, which came 
mainly from the Federal government, the main source of 
of revenue for the States was the various forms of taxa-
tion. Forest revenue forms an important component of the 
revenue derived from taxation. 
During the period between 1970 to 1974 at least, 
forest revenue increased at a rate of about 10.6 per cent 
annually and on the average it formed about 15.7 per cent 
of the total revenue accrued to the State governments. 
Comparatively, the revenue from land and mines increased 
Table 4-8 
Peninsular Malaysia Summary of State Government Revenue, 1970-1974 
(M$ '000) 
Period 
1970 1971 1972 1973 -. 	1974 
Revised estimates . 	 . Estimates 
1. Taxation 	 . 	. 
 Excise 408 . 	 405 377 281 279 
 Forests 55, 405 59,154 72,314 84,407 90,660 
 Land and Mines . 	 63 9 376 70,914 74,807 82,811 86,225 
 Licences and Internal Revenue 29,410 31,410 33,929 35,298 35,553 
 Total 	(a to d) 1 48,599 161,707 181,427 202,797 212,717 
2. Receipt for and in aid for . 
specific government services 22,210 29,215 . 	 32,788 35,914 40,332 
3. Commercial undertakings 55,319 59,470 62,795 78,527 . 	 79,689 
4. Rent and Interest 	. 17,604 22,104 22,745 20,353 20,369 
5. Miscellaneous sales 
and receipts 29,287 36,399 41,867 42,34 1 39,302 
6. Allocations and grants 104,458 106,777 132 0 181 109,762 128,695 
7. Receipts from surplus . 
trust fund - 50 - 250 1,400 
TOTAL REVENUE 	. 	. 377,477 415,722 473,803 489,944 522,504 
Source: 	Monthly Statistical Bulletin, West Malaysia, April, 1977. 
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at about 6.4 per cent annually (Table 4-8). 
As clear from the discussion on the distribution of 
forest area, the forests are more important for some 
States and are less important for the others. This is 
reflected in the revenue collected by each State 
(Table 4-9.) for the year 1978. Pahang collected about 
M$ 57 million and this formed about 57 per cent of the 
total revenue collected in Peninsular Malaysia. States 
like Penis and Melaka have to turn on other sources of 
revenue for their finance. 
2.3. System of Forest Taxation 
Forest taxes include all fiscal payments specific 
to forest utilization and which have to be paid by timber 
companies in exchange for wood cutting rights on public 
lands. They would include, export duties on logs and 
processed timber, and payments related to the granting of 
utilization contracts (Schmithsen , F., 1976).. In 
Malaysia, (except Sabah and Sarawak) the collection of 
the latter group of taxes is the prerogative of the 
States. 
Taxes are raised through a system of forest charges 
for the removal and use of timber in the form of logs 
from the forests. The system is almost uniform throughout 
the country, though the rate of charges may differ from 
one States to another. 
In Peninsular Malaysia, the three main charges made 
by the State governments are royalty, premium and 
Table 4-9 
Peninsular Malaysiai Revenue From Logs, Poles and Charcoal, 1978 
State Logs Poles Firewood Charcoal Total 
Johore 9,571,855 204,592 1,283 4,853 9,782,583 
Kedah 2,725,089 18,232 5 0 224 137,003 29885,548 
Kelantan 6,110,322 332 514 998 6,112,166 
Melaka 410,820 11,637 856 314 414,627 
Negri Sembilan 3,465,581 84,149 2,252 - 3,551,982 
Pahang 56,933,181 8,005 3,060 6,669 56,950,915 
Penang Nil Nil Nil Nil Nil 
Perak 6,203,026 217,608 24,882 585 0 227 7,030,743 
Perlis 143,954 70255 208 1 0 486 1 52,903 
Selangor 1,705,078 65,946 19,868 1,790,892 
Trengganu 14,801,973 10,183 2,534 9 0 411 14,824,101 
Total 	 101,970,879 	718,939 	60,681 	 745,961 	1 03,496,460 
Source: Statistical Bulleti'n of Forestry, Forestry Department, Peninsular 
Malaysia. Vol 4(5), 1978. 
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silvicultural cess . Sabah imposes other forest charges 
like 'Special Timber Extraction Charges' and 'Timber 
Development Charge'. Only royalty, premium and silvicul-
tural cess will-be - .explained here. 
Royalty is charged based on the unit of the produce 
removed which in the case of logs is the cubic foot. The 
rates of royalty reflect the importance of the species 
in the market place. However, the rates are fixed with 
the authorization of the State Executive Council and one 
could imagine the lengthy process that would be involved 
in changing the rates. As a result the.States may incur 
substantial losses of revenue, due to an inadequate 
adaptation to changing timber prices. On other 
occasions, the States have failed to change the royalty 
rate of certain species when the need arose (FAQ, 1973). 
Premium is a charge levied for the privelege of 
harvesting the forests from a specific area of land 
granted under a licence. It is a fee the licensee pays 
in addition to royalties. 
The premium rates are different for different 
categories of forests (Table 4-10 and these rates are 
fixed by the States. The rate can also be fixed 
according to the tender submission made by a successful 
applicant to log an area. As can be seen from the table, 
there are variations in rates among the States. Some 
States fix their premium per area basis while others 
determine the rate after enumerating the volume of the 
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The Premium Rate (M) $ for Logging Areas in The 
States -.of Peninsular Malaysia as on September, 1973 
(A) Forest Reserves 
	
State 	Virgin Forest 	Logged-over Forest 
Selangor 	$25.00 per acre 	0.50 cents to $10.00 
per acre. 
Negri 
Sembilan 	$50.00 per acre $2.00 per ton (50 Cu. 
ft.) Volume per acre 
was estimated. 
Kelantan $0.50 per acre! $150.00 per month. 
month for first 
400 acres, the 
rest $0.25 per 
acre per month. 
Melaka $100.00 per acre No relogged areas. 
Pahang $5.00-80.00 per $5.00 per ton; volume 
acre per acre estimated. 
Trengganu $12.00 per acre $250.00-300.00 per month. 
Perak $75.00 per acre $5.00 per acre 
Johore 35% of Royalty Similar to that of 
rate on estimated virgin forests 
volume through 
big tree enu- 
meration. 
Kedah $5.00-8.00 per ton Similar to that of 
on volume estima- virgin forests 
ted through big 
tree enumeration 
(B) State Land Forests 
For forest areas situated outside the Forest 
Reserve boundaries the rates --were almost the same as for 
Forest Reserves in all States except Johore, where a 
flat premiun rate of about M$ 40.00 per acre and M$ 5.00 
-$10.00 per acre were charged for virgin and logged over 
forests respectively. 
Source: 	Sulaiman, N. (1977) "A method of forest 
revenue assessment based on inventory data" 
Mal. For. 40(3): 144-159. 
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standing timber. 
Sulaiman (1977) devised a more objective method of 
assessing the premium rate for the State of Selangor.. 
The rate was based on the tender prices and the value of 
merchantable timber removed from logging areas. The new 
rate was 20 per cent of the value of marketable logs in 
the logging areas. Based on 1973 outturn, he calculated 
that, Selangor could have increased its revenue by 98 per 
cent as compared to the amount collected by the old 
method. Similarly for Peninsular Malaysia the adaptation 
of the method could have increased the States share of 
the revenue by 148 per cent based on 1973 figures. 
The Silvicultural Cess was introduced in 1973. The 
rate was increased in 1977 and it varies from State to 
State at the rate of M$ 0.04 - M$ 0.07 per cubic foot 
(Sulaiman, op cit). The fund created by this Cess does 
not revert to the general revenue of the States but is to 
be used for forest rehabilitation and development. 
Looking at the balance of the silvicultural cess 
collected as on the third quarter of 1979 (Table 4-11) 
one wonders whether there has been any forest development 
work going on in the States. The forestry department 
commented that "the forest development activities in 
Peninsular Malaysia has hardly been put into first gear. 
It is estimated that the actual requirement will be 
beyond what can be accumulated by the special fund, 
especially in the future when the country will be faced 
Table 4-11 
Peninsular Malaysia: Silvicultural Cess Collection and Expenditure 
as at Third Quarter 1979 (M$ 	- 
State 	Totl. Collection n 	Total Expenditure 	Balance to 
	
to date from 1.8.1973 to date from 1.8.1973 date 
Johore 14,3100226 1 ,975,348 12,334,878 
Kedah 3,150,651 608,406 2,542,245 
Kelantan 5 0 451 0 452 1 6105,899 4,345,553 
Melaka 214,006 13,617 200,389 
Negri Sembilan 4,126,037 841,743 3 0 284,294 
Pahang 24,337,065 3,482 9 673 20,854,392 
Penang 3,097 NA 3,097 
Perk 6,956,148 1,008,050 5,948,098 
Penis 109,573 - 109,573 
Selangor 1,445,813 29,000 1,416,813 
Trengganu 9,555,531 2 0 107,677 7,447,854 
TOTAL 69,659,599 11,172,413 58,487,186 
Source: Statistical Bulletin for Forestry, Vol 5(3), 1979. 
Economic Unit, Forestry Department. Peninsular Malaysia. 
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with declining log production" (Anon. 1979a ). This is 
rather surprising because forestry has existed in the 
country for nearly eighty years. 
2.4. Timber Harvesting Rights 
The State governments of Malaysia issue timber 
harvesting rights to individual loggers or timber corn-
panies while retaining ownership and management rights 
over the forest land. Lately, however, some States have 
delegated the responsibility of forest management to 
private timber companies (Dahan, M. 1979). The rights to 
cut and remove commercial timber are granted through a 
forest licensing system. 
The system was part of the subjects of study by the 
FAO (1970) and they commented that, 
There is a wide variation in the attitudes 
of the State governments towards the 
harvesting of their forests. Firm policies 
covering the issues of forest licences are 
rare. The basic objective, or purpose of 
licencing varies with each State as does 
the intensity of harvesting, the type, 
tenure, and size of licence and the method 
of licence allocations." 
In Peninsular Malaysia, there are three types of 
licence which cover the forest harvesting operations. 
They are Long-term Agreements, Permits and Licences. 
The Long-term agreement guarantees the particular 
logger rights to log a given "Agreement Area" over the 
number of years as specified by the Agreement. Until 
recently the agreements were made for five to ten years, 
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however, with the advent of manufacturing complexes, some 
areas have been set for over 25 years, for the use of 
these complexes. The performance of these complexes has 
been described by Harun (1976). 
The decision to award the agreement areas to 
successful applicants is made by the State Executive 
Council. The control of the harvesting operations, how-
ever, is done by the State Forest Department through the 
issue of annual harvesting licences. 'The successful 
applicants could be an independent logger or mill owners. 
At least up to the end of 1969, the number of successful 
independent loggers was greater in certain States while 
fewer in others compared to the number of mill owners 
(FAO, 1970). 
Permits are issued for the harvesting of a specific 
acreage of a Forest Reserve which has not yet been 
committed to long-term agreements. They are either 
tendered or allocated to loggers at the discretion of the 
States Executive Council. The areas covered by a permit 
range from 60 to 120 hectares. 
Licences are short-term agreements issued for 
logging operations in Stateland Forests, which from time 
to time are allocated for conversion to agriculture. The 
areas are tendered for or given out at the discretion of 
the States Executive Council. The States Executive 
Council also determines the areas to be awarded each year. 
What is evident from the above discussion is the 
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superiority of the States Executive Council in determi-
ning not only the award of licences but also the size of 
the areas to be awarded. Thus, in Malaysia, forest 
licencing is a highly political subject. The FAO ( 1970 ) 
found out :that a high proportion of the short-term 
licences have been awarded to individuals who have 
neither the knowledge nor the capital to work their areas 
effectively. 
Guyot, D. (1971) compared the politics of land 
development in two of the States in Peninsular Malaysia. 
Although her main focus was on agricultural land develop-
ment, she did mention in passing how political criteria 
and favouritism dominate in awarding timber licences. 
A more vivid case of political favouritism in 
awarding timber harvesting rights took place in Sabah and 
timber has been politically Sabah's most important 
product. During the UNO party regime 1.8 million 
hectares of forest were handed over to political suppor-
ters. When the present government came to power 327,936 
hectares of the total amount were taken back into State 
ownership because the holders were in breach of contract. 
These areas were then distributed to various organiza-
tions and community leaders believed to be strong 
supporters of the present government (Far Eastern Econo-
mic Review, July 18, 1980). 
In 1969, the State Cabinet decided to allow a 
company owned by 'a very influential government official' 
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to log the Sepilok Forest Reserves (Forsberg, 1969). The 
area had the finest tracts of primary lowland forests and 
• great deal of study had been carried in it. It formed 
• habitat for many species of animals like Orang Utans, 
gibbons, bears, and birds. The State Conservator of 
Forests managed to save the disaster by sacrificing two 
other virgin forest reserves. '-The, writer commented that, 
"... the fact that such a natural scientific 
asset of interest to the world as well as 
locally, could be sacrificed for the perso-
nal profit of a single government official, 
however, high,would be hard to live on." 
2.5. Allocation of Land for Forestry 
The allocation of land by the States for forestry 
purposes is effected through a system of forest reserves. 
The importance of early reservation is reflected by the 
provisions in the Forest Enactment of each State. How-
ever, earlier forest reserves were established in a 
period of land abundance. There was no objective 
criterion used in setting aside these forests. In the 
early phase of reservation, the ultimate objective was to 
set aside 25 per cent of the total land area of the 
country for timber production. 
With the increase in population more land was de-
manded to solve the accompanying problems of poverty 
and unemployment. The forest reserves that were 
established tended to cover most of the accessible and 
productive forest land. This land too was in demand for 
agricultural settlement schemes. This led to a direct 
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conflict between forestry and agriculture for the better 
lands, the resultof which would be the alienation of the 
majority of the forest reserves. 
It was in response to the demand for undertaking 
agricultural development schemes that State governments 
have been over enthusiastic. The FAO ( 1970 .) found 
out that. 
"... many Stateland forest areas were 
licenced for harvesting under the guise 
of agricultural development, but were 
only selectively felled and were not 
subsequently alienated." 
Tables -12 and 4-13 illustrate the attitude 
prevailing among the State governments towards forestland. 
Out of a total of about 3.2 million hectares of State-
land, about only 3 per cent was utilised for agriculture 
and the majority of it was still forested. -Also about 
980,000 hectares or 25 per cent of the total land 
alienated for agriculture was still not utilised and 
still under forest. With the vast amount of forest land 
still available at that time, one sees little justifica-
tion in excising forest reserves, as evident from Table 
4-13. Interestingly, about 53 per cent of the total 
excision was carried out in 1970. 
2.5.1. The Endau-Rompin Controvers 
This controversy brought the State government of 
Pahang and the Federal government into direct conflict. 
It demonstrated the negative attitude of the State 
government not only towards forest conservation but also 
Table 4-12 
Peninsular Malaysia: Major Land Use Within Major Alienated Land 









Others Total , 
 Rubber 56,882 1,684,170 5,612 12 0 147 64,086 1,822,897 
 Oil Palm 19005 94,007 - 167 502 95,681 
 Coconut 4,775 159,922 167 .586 4,440 169,890 
4, Padi 6002 387084 - 1,005 ., 17,005 412 0 496 
 Mining 3,016 4,272 46,075 418 921 54002 
 Forest 3,032,076 981,818 63,080 3,267,897 2,298,058 99642,929 
7, Others 146,686 581,635 419970 34 9 682 131,691 936,664 
TOTAL 	39251,142 	:3,893,608 	156,904 	3,316,902 	2,516,703 	13,135,259 
Sub-total for 
Agriculture* 	98 9 529 	2,643,453 	11 9 142 	19 0 435 	116,432 	2,888,991 
* includes all land which is being utilised or already intended for agricultural 
production, and besides land actually under agricultural crops includes the categories 
state buildings, agricultural sections, fish and hyacinth ponds, improved permanent 
pasture, shifting cultivation and cleared land. 
Sources 	Lee, P.C. & W.P. Panton. (1971) First Malaysia Plan, Land Capability Classifi- 
cation Report. West Malaysia Economic Planning Unit, Kuala Lumpur. Prime 
Ministers Department 64pp. 
Table 4-13 
Peninsular Malaysia: Areas of Forest Reserves Excised 1960-1970 (Hectares) 
' State 1960 
- 
1961 1962 1963 1964 1965 1966 1967 196€ 1969 1970 TOTAL 
Johore 1 ,173 2 ,599 ,.324 162 890 324 1,133 - 2.0o356 - 26,871 
Kedah 971 931 - 324 324 404 607 40 - - .81 3,35 Kelantan - - - 40 1,169 890 - 13,031' - - - 15,58C Melaka 	. - - 2,630 - 81 - - 202 - 40 2,226 5,179 Negri Semi. 
bilan '6,151 - 40 756 - - . 	 - 81 - - 40 71077 Pahang 	' , 	 364 - 121 121 - - 1,295 •.. 	.- - 243 99,111 100,085 
Penang - - - - - - - 
- 243 - 
- 243 Perak 4,740 283 3,076 3,359 202 931 728 7,932 - 4,735 10,077 36,063 
Penis - 162 - - - 40 - - 
. - 2,266 2,468 
Selangor 1,133 1,538 769 162 5,342. 3,035 404 202 40 162 404 13,191 Trengganu - 
1 3,35914 ,694 
607 . 	 - - 1,174 .- 2,388 - - - 647 4,816 
TOTAL 9,145 5,095 8,904 6,150 5,786 22 0 621 283 2 5.539 114,859 214,931 
Source: Salleh, M.N. (1972)' "Proposals for a Permanent ?orest Estate for West 
Malaysia." Mal, For. 35(4) 	269-284. 
t'%) 
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towards the Federal government itself. In exercising its 
rights over forest resources the State government con-
cerned had overruled the power of the Federal government 
in making a 'national development plan' (Article 92 of 
the Federal Constitution). 
The point of dispute centred around the issuance of 
licences to log the core area of the Endau-Rompin forest 
reserve which the Pahang State government had earlier 
agreed with the Federal government to set it aside as a 
wildlife park. 
The Area 
The Endau-Rompin forest reserve encompasses an area 
of about 202,350 hectares, situated at the borders of the 
States of Pahang and Johore, Endau being in Johore while 
Rompin is in Pahang. The area plays an important role 
in the water economy of the southern parts of the Penin-
sular Malaysia because flowing through it are five impor-
tant rivers; Endau, Rompin, Segamat, Pukim and Muar. 
It is believed that the area is the last extensive 
block of natural forest left in southern Peninsular 
Malaysia. It has an immense importance in as far as 
gene pool is concerned and an important wildlife habitat. 
It was reported that the largest known group of about 
10-15 Sumatran Rhinocerus was found in the area (Straits 
Times, October 31, 1976)0 
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The Agreement 
The idea to set aside the area as a National Park 
was first mooted by the consultants of the Pahang Teng-
gara Project. Later, under the auspices of the then 
Ministry of Agriculture and Fisheries, a joint Committee 
was formed by the Federal and State governments involved, 
to appraise the area as a National Park. An agreement 
was reached in 1972 and the Pahang State government 
informally declared the area as a National Park. The 
acting Chief Minister announced that about 36,423 hecta-
res of the total area would be devoted solely as a wild-
life park. 
The park was one of the proposed National Parks 
presented in the Third Malaysia Plan (Table 4-14). The 
park was. clearly designed to be a multiple-use one... 
Logging--,- ,:would be restricted to the peripheral areas of 
the.reserve, with the core area of 36, 423 hectares 
remaining inviolate at all times. 
The Controvers 
The controversy started when the Pahang State 
government started to issue licences to log the core 
area of the park(Straits Times, May 7,'1977). From 
then on, the issue has drawn the attention of the poli- 
ticians and the public, particularly the conservationists 
and foresters. Arguments were raised as to the danger 
to the animals and the environment if the park was logged.. 
Despite public outcry the State government continued 
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Peninsular Malaysia: Proposed National Parks, 
Nature Reserves, Nature Monuments and 
Wildlife Sanctuaries 
State Reserve Park 	 Approximate area 
(acre) 
Perak 	... 	 ... ... 	 BeIu.m Wildlife Reserve 	 ... 531.000 
Grik Wildlife Reserve ... 	 ... 	 ... 168.000 
• Segari Wildlife Reserve 3.450 
Selama Wildlife Sanctuary 	... 	 ... 55,000 
• Kuala Gula Bird Sanctuary ... 	 ... 2,200 
Gunong Tempurong Nature Monument 	... 3,000 
Selangor 
... 	 ... ... 	 Batu Caves Nature Monument 	... 385 
Templer Park Nature Monument ... 	
... 7.500 
Kuala Selangor Nature Monument ... 1,400 
Negri Sembilan .. 	Pasoh LBP Research Reserve 	... 	
... 6.000 
Johor 	... 	 ... ... 	 Mersing Nature Monument 	... 	 ... 	
... 46,000 
Padang Mulud Nature Reserve ... 	
... 5.320 
Johor State (Gunong Blumut) National Park 4 128,000 
Johor-Pahang 	... ... 	 Taman Endau-Rompin National Park4 	... 500,000 
Pahang 	.... ... 	 Tasek Bera Nature Reserve ... 	
... 82,000 
Menchali Nature Reserve 	... 	 ... 1,000 
Tasek Chini Nature Reserve .. 12,000 
Trengganu Ulu Trengganu Wildlife Reserve 288.000 
Dungun Turtle Sanctuary 800 
Trengganu Bird Sanctuary 	... 730 
Kedah 	... 	 ... Ulu Muda Wildlife Reserve 	 ... 285,000 
Penang 	... ... 	 Batu Feringglii Wildlife Reserve 3,620 
Kelantan 	... ... 	 Sungai Nenggiri Wildlife Reserve 	... 91,000 
4 These are designed to be multiple-use national parks with logging restricted to designated areas. 
Source: Third Malaysia Plan 1 97 6 -1980. Government 
• 	Publisher. 
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issuing licences. The State Secretary reaffirmed the 
State government position that the National Park would 
only be established after the economic potential of the 
forests hadbeen exploited. He politely said that human 
beings were more important than animals (Straits Times, 
May 12, 1977). 
Political groups like Wilted Malays National 
Organization (UMNO) Youth responded to the crisis. They 
protested against the logging and urged the authorities 
concerned to withdraw logging activities from the area. 
(Straits Times, June 13, 1977). In the House of Repre-
sentatives of the Federal Parliament, the government was 
asked to impose sanctions against the Pahang government 
by withholding State grants for renouncing its earlier 
agreement to set up the Park (Straits Times, July 20, 
1977). The Minister of Science and Technology reaffirmed 
his Ministry's stand against logging, but the Federal 
government was helpless because the decision to stop 
logging was entirely within the constitutionally respon-
sibility of the State government (Straits Times, August 
10, 1977). 
The State government made no attempt to respond 
positively to the objections from the public. By the end 
of August, about four months after the controversy 
started, more than ten licences had been issued to log 
the core area of the Park. (Straits Times. August 25, 
1977). Another area of about 2,400 hectares was issued 
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for logging in early September (Straits Times, September 
5, 1977). 
The issue was raised in the State Assembly. A 
government backbencher alleged that certain people were 
using nature societies to achieve their-.own.-ends'-by:- , .  
raising the issue (The Star, July 15, 1977). During one 
of the State Action Council meetings, the heads of 
Departments were asked to refrain from issuing press 
statements concerning State government policies, 
including the Endau-Rompin issue (The Star, September 8, 
1977). 
The issue was brough?tt to the attention of the 
National Forestry Council and it was discussed at length 
during the Council's fourth meeting. In the meeting the 
Deputy Prime Minister, being the chairman of the Council, 
hinted the consequences that the nation would faceif 
the rapid rate of forest exploitation continues Un-
checked.(Straits Times, August 30, 1977). 
However, logging continued as the State government 
could not revoke licences already issued. Earlier, the 
Federal government renewed its firm stand against the 
logging by imposing a ban on the export of logs from the 
controversial area. The Ministry of Primary Industries 
refused to entertain the export quota applications for 
logs from the logging companies involved (Straits Times, 
September 30, 1977). 
The State government finally yielded to this 
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political pressure and other pressures from the public. 
As a step to stop logging in the area the National Fores-
try Council was later told by the State government that 
no new licences will be issued (Straits Times, October 
25, 1977). They later reaffirmed their stand on this 
decision (Straits Times, November 17, 1977). On Novem-
ber 30, 1977, the Deputy Minister of Primary Industries 
announced in the parliament of the Pahand State goverr-
inent's intention to completely stop the logging activi-
ties in the area (Utusan Malaysia). 
Throughout the controversy there was no mention of 
a compensatory measure that could be taken to solve 
the conflict. The Federal government made an outright 
attempt to stop the logging without offering any finan-
cial compensation to the State on the revenues lost to 
them. The adoption of such measure could have mitigated 
or solved the conflict (Lawson, 1 973). 
2.5.2.TheBatu Caves Conflict 
The Endau-Rompin controversy was one of the few 
conflicts that.. - have questioned the jurisdictions of the 
Federal and State governments. In another controversy* 
* The controversy does not involve the forests as such. 
The account of the controversy was based on a report by 
Sahabat Alam Malaysia (Friends of the Earth) reproduced 
in 'Siswa Perantau', No 3, October, 1980. 
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the Selangor State government continued the quarrying of 
Batu Caves despite protests from the public and the 
Federal government. 
Batu Caves is an important tourist attraction and 
was one of the nature monuments proposed in the Third 
Malaysia Plan. It is aestheticaly beautiful, scienti-
fically important and also religiously significant. It 
is also an important source of revenue for the State 
government... 
Quarrying activities started at Batu Caves as 
early as 1896. However, the greater part of the Batu 
Caves which had not been leased for quarrying was 
gazetted as a recreation centre in 1930. In  1954 and 
1959 parts of the gazetted areas were revoked and turned 
into quarries by the Selangor State government. Three 
major quarries were leased. out by the State government 
and it was reported that each quarry gave about M$ 1.5 
million in royalty to the State government. 
The protest to save the Batu Caves was launched 
following evidence that the continued quarrying activi-
ties might lead to the weakening and eventual collapse 
of the caves. The quarrying activities created about 
18 cubic meters of dust per day. This massive quantity 
of dust posed a serious threat to the health of the 
20,000 residents living around the area. 
The Federal government, through their various 
agencies joined in the protest. The Tourist Development 
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Corporation carried out a geological survey and - 
recommended the State government to halt blasting the 
Batu Caves. The Environment Division of the Ministry 
of Science, Technology and Environment carried out 
pollution, structural, geological and ecological studies 
to assess the dangers and extent of damage to the caves. 
Strangely,. the report of the studies were made secret and 
denied to the public. In January, 1978 the Prime Minis-
ter himself urged the religious authorities in the area 
to obtain a permanent court injunction against the 
private companies engaged in the quarrying activities. 
The State government finally yielded to the 
pressure from the public. It was announced on September 
9, 1979 that two of the quarries had been asked to sto 
blasting immediately in certain areas near the caves. 
Harmonizing Federal-State Interests 
In Malaysia several institutional (if not legis-
lative or fiscal) arrangements exist that could play the 
role of harmonizing the conflicting interests that have 
been placed upon the forests. These arrangements are 
available right from the supreme head level down to the 
departmental level. The fact that conflicting interests 
still prevail despite the existence of these arrangements 
1b.t 
implies two possibilities. It lsLelther these avenues 
have not been fully realised and tested or the mechanism 
itself has been inefficient to carry out the role. 
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The' Coflference of Rulers 
This is a meeting of the supreme heads of the 
individual States and the Federal government. The 
meeting. is normally held three or four times a year with 
each session lasting for three days. Although the 
principal function of the meeting is to elect the supreme 
head and deputy supreme head of the country, it does, 
however, discuss on matters of national policy. 
The rulers are accompanied by their respective 
political executives when the conference deliberates on 
matters of national policy. This means that they are not 
allowed independence on matters of political concern and 
must be guided in their deliberations by the advice of 
their political executives. It is at the discretion of 
these political executives to decide which matters should 
be considered as national policy. 
As far as forestry is concerned, it is disheartening 
if the excessive and uncontrolled exploitation of forests 
is not considered as a matter of national interest. When 
there is not enough timber to meet local demand, the 
timber export industry will collapse causing the loss of 
jobs of many workers. The country is then forced to 
import timber and this will reduce the country's foreign 
exchange earnings. The failure to realise these conse-
quences will only invite national disaster. 
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3.2. The National'. . Land council 
The Council consists of a Minister as chairman, one 
representative from each of the States and not more than 
ten representatives from the Federal government. The 
Council will be summoned to meet as often as is necessary 
but at least one must be held per year. 
The main responsibility of the National Land Council 
is to formulate from time to time a national policy for 
the promotion and control of the utilisation of land 
throughout the country for mining, agriculture, forestry 
and for any other purposes. This will be done in consul-
tation with the Federal and State governments and the 
National Finance Council. The policy so formulated must 
be followed by the Federal and State governments. 
3,3. National Forestry. Council 
This Council was established by the National Land 
Council on the 20th. December, 1971 on the proposal of 
the Federal government. The objective of the Council is 
"to coordinate the planning, management and development 
of forest resources and, in the general interest of this 
nation, to guide programmes for management, production, 
industrial development, utilisation and conservation of 
Malaysia's forests. 
At the time of its formation, the members of the 
Council consisted of the following; 
The Deputy Prime Minister - Chairman 
All Chief Ministers, including Sabah and Sarawak 
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Minister of Agriculture and Rural Development 
Minister of Science, Technology and Environment 
Minister of Finance 
Minister of Trade and Industries 
Minister of Land Development and Federal Territory 
The Attorney General 
The Director of Forestry, Peninsular Malaysia 
The Conservator of Forests, Sabah 
The Conservator of Forests, Sararwak 
The Minister of Primary Industries. 
The Council is thus represented by a wide range of 
interests and its establishment should be a major step 
towards harmonizing the interests of the Federal and 
State governments and the private sector. 
However, the power of the States is still paramount. 
In opening one of the Council's meeting the Chairman 
admitted that the Council's powers were limited to merely 
giving recommendations and it could not ensure that the 
recommendations would be implemented by the States. 
The establishment of the Council could be seen as a 
political platform for the Federal government to inject 
its policies, sometimes with little regard to the rights 
of the States. For example, at the fourth Council 
meeting, the Federal government proposed to the States-. 
that the task of forestry management and development and 
the administration of forestry development funds be 
transfered to the Federal Government (Straits Times, 
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August 2, 1977). The States might view these proposals 
as a direct encroachment to their rights and perhaps that 
is one of the reasons why the. Council has not been very 
successful. 
Thus, since its formation the Council had only 
successfully discussed and adopted the National Forestry 
Policy. This policy was later endorsed by the National 
Land Council on April 10, 1978 but onlyin principle 
accepted by the States. As late as in February, 1982 the 
Ministry of Primary Industries said that "most (not all) 
State governments had agreed to abide by the Policy" and 
they further confessed that the implementation process 
still needs some 'tightening' (Straits Times,:.February.2, 
1982). 
A policy should be backed up by sufficient legis-
lative measures to ensure its effectiveness. An attempt 
was made by the Forestry Department of Peninsular Malay-
sia to streamline and modernise the State Forest Enact-
ments (Lawson, 	1973. 	). The proposal from the 
Department was presented to the Council for review-and a 
committee comprising State Legal Officers, forest 
officers and officers from the Ministry of Primary Indus-
tries and the Attorney General's Office, was formed for 
the purpose. The Forestry Department expected the review 
to be completed in early 1980, but to the best knowledge 
of the author no mention has been made on it yet in any 
reports. 
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Therefore, at times the Council acts as an inter- 
mediate body taking on issues for further action but 
could not ensure that the issue would be solved. 
At the departmental level national forestry 
conference is being held annually.. This conference 
could serve as a medium for the exchange of information 
and experiences among the foresters throughout the 
country on the problems that they have encountered. 
The resolutions passed by the conference should be 
channelled to the policy makers so that appropriate 
actions could be taken. 
CHAPTER V 
FORESTRY AND FOREST INDUSTRIES DEVELOPMENT IN 
FEDERATIONS OTHER THAN MALAYSIA 
In this chapter the author will briefly discuss , 
the development of forestry and forest industries in 
some other federations other than Malaysia. The discus-
sion will focus specifically on two broad aspects. 
First. , it will briefly touch on certain features of 
forestry and forest industries administration in these 
countries and second, it will highlight some forestry 
issues that have emerged as a result of federation. The 
object of highlighting these issues-is to findout 
whether they are comparable to that experienced by 
Malaysia, or if not, whether they could offer some 
lessons for Malaysian forestry. 
The discussion will concentrate on the experiences 
of the Commonwealth of Australia, Canada, Federal 
Republic of Germany and Nigeria. 
A. Eederal Republic of German 
1,0. Political. Social and Economic Background 
The Federal Republic of Germany is a federation of 
ten Federal States (Lander), each with its own historical 
background. The ten States are Baden-Wurttemberg, 
Bavaria, Bremen, Hamburg, Hesse, Lower Saxony, North-
Rhine Westphalia, Rhineland-Palatinate, Saarland and 
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Schleswig-Holstein. The city State of West Berlin is 
also legally a part of the Federal Republic. Each State 
has its own Constitution, the broad contents of which 
conform to the main principles laid down in the national 
constitution - the Basic Law. 
The country was created with the proclamation of 
the Basic Law on May 23, 1949. The law was initially 
designed 'to give a new order to political life for a 
transitional period.' However it has survived the test 
of time and proved to be a viable foundation for a 
stable, democratic system of government. 
The Basic Law determines the legislative powers of 
the Federal and the L.ndér governments. The Lander have 
the power to legislate in matters in the Exclusive list 
only if the Federal government authorizes them to do so. 
In matters of the Concurrent list, the Lander govern-
ments shall have the power to legislate only if the 
Federal government does not exercise its right to legis-
late. The Federal government, however, shall have the 
power to legislate in these matters if a need for regu-
lation exists. 
Among other things the exclusive list contains 
subjects like foreign affairs; citizenship; treaties on 
commerce and the exchanges of goods and payments with 
other countries; industrial properties rights; and 
cooperation of the Federal and Lander governments in 
matters of criminal police, protection of the free 
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democratic basic order, and protection against efforts 
which endanger the foreign interests of the Federal 
Republic. 
The Concurrent list contains matters such as civil 
law and criminal law; the law of association and 
assembly; the law relating to economic matters; transfer 
of land, natural resources and means of production to 
public ownership or other forms of publicly controlled 
economy; promotion of agricultural and forest production, 
safeguarding of the supply of food, the importation and 
exportation of agricultural and forest products, deep 
sea and coastal fishing and preservation of the coasts; 
real estate transaction, land law and matters concerning 
agricultural leases, as well as housing, settlement and 
homestead matters; etc. 
The Federal republic has a land area of about 25 
million hectares. In 1978 the population was estimated 
to be about 61.3 million, giving a population distribu-
tion of about 2.5 person per hectare. The population is 
unevenly distributed with the areas along the rivers and 
around the cities being more densely populated. The 
Ruhr district is the most densely populated area; with 
an area of about two per cent of the total land area, it 
contains nine per cent of the total population. On the 
other hand, the areas outside the plains, the Eifel 
upland region and the Bavarian forest regions are 
sparsely populated. The country too faces the problem 
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of declining village populations and a growing urban 
populations. 
The population of the country has been declining 
since 1974. With 9,4  births per 1000 inhabitants, the 
Federal Republic has the lowest birth rate in the world. 
If the rate continues, the population is expected to 
fall by three millions by the year 1990. 
The Federal Republic is an industrialised country. 
The growth of the economy depends very much on the 
performance of the sectors like mining, energy, proces-
sing, manufacturing and construction. In 1978, about 
47.7 per cent of the Gross Domestic Product originated 
from these sectors. In contrast the contributions of 
the agricultural, forestry and fishing sectors combined 
formed only about 2.6 per cent of the GDP. About 45.0 
per cent of the total employment in 1978 were engaged 
in industrial production. The agricultural sector 
employed about 6 per cent of the total employment in the 
same year. 
Industrial products like machinery, motor vehicles, 
electrical engineering and chemical products dominate 
the export list. In 1978. export of these products 
formed about 53.8 per cent of the total export from the 
Federal Republic. The country imports a lot of foods, 
drink and tobacco, and also raw materials like petroleum 
and natural gas. The costs of import of food, beverage 
and tobacco formed about 16 per cent of the total value 
160 
of imports in 1978. About 95 per cent of the required 
petroleum, which covered more than half the country's 
energy consumption of 1978 were imported. 
2.0. Forestry and Forest Industries Development in 
Federal Republic of Germany 
2.1. Forestry Administration and Polic 
In Federal Republic of Germany, the administration 
of the forests is the responsibility of the State 
governments. However, the Federal government has powers 
to regulate certain forestry matters if the need should 
arise. These powers include the right to legislate 
basic forest laws to act as a framework within which the 
legislation of the States must remain. 
At the Federal level, the highest forestry 
authority is the Federal Ministry for Food, Agriculture 
and Forestry. The Department of Forestry, Forest 
Industries and Hunting of this Ministry is responsible 
for coordinating the activities of the States. The 
Federal Board for Food and Forestry carries out certain 
executive functions concerning mainly the Law on Forest 
Seed and Plants. The import of forest products is the 
responsibility of the Ministry of Economic Affairs while 
the Ministry of Finance has jurisdiction over the forest 
of the Federal Republic used for defence purposes. 
The Department of Forestry, Forest Industries and 
Hunting works in cooperation with other departments in 
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the same ministry and in cooperation with other 
ministries carrying out the following responsibilities:- 
-"initiating legislation concerning forestry, forest 
industries and hunting within the frame of the 
legis'lativecompetéñce of this federal body and in 
accordance with the constitution; 
- supervision of the relevant laws, preparation and 
enactment of decrees and administrative orders; 
- cooperation in other legislation activities 
concerning forestry, :fOrest industries and hunting, 
especially in the field of professional training, 
social benefits, industrial safety, taxation, trans-
port, regional planning; 
- cooperation in the development of rural areas and 
improvement of agrarian structure; 
- subsidizing forestry and forest industries; measures 
to increase production in forestry; 
- subsidizing research in forestry, forest industries 
and hunting; 
- matters concerning the wood handicraft business, 
the woodwork industries and the timber trade; 
- international cooperation in the field of forestry, 
forest industries and hunting; 
- liason with forest authorities of the European 
Committee; 
export of forest products and semi-fabricated goods." 
(Mm. Food, Agric. For., 1976)' 
At the State level the forest authority is the 
respective Department of forestry within the ministries 
for Agriculture and Forestry, or Agriculture and the 
Environment, or linked in some cases with the finance 
and economic sections of the respective ministries. The 
establishment of the forest administration services is 
determined by the specific needs of the individual State, 
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by external organization conditions and by the regional, 
operational and economic conditions (Mm. Food, Agric. 
For., 1976). 
The duties of the state forest services include all 
management operations in the state forests. In addition s 
they are by law or by contract responsible for the 
technical management of the communal forests. In 
private forest enterprises, the state foresters give 
advice and assistance in the different forest operations. 
Tasks in the fields of training, research and public 
information are also the responsibility of the state 
foresters. 
Forestry policies in the Federal Republic of Ger-
many are expressed in the various forest laws of the 
Federal and State governments. The objectives of 
forestry policies of the States are complementary to 
those of the Federal government. 
The basic objectives of German forestry policies 
are ' to maintain the forest resources, to increase the 
forest area, if appropriate, and to promote measures 
leading to increased production.' (Mm. Food, Agric. For. 
1967). These policies seek to attain a high degree of 
self sufficiency of wood which will be achieved through 
a rational land-use policy 
The latest law on forestry was enacted by the 
Federal government on May 8, 1975. This Federal Forest 
Law harmonizes forest laws at the federal level and 
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'aims at finding a balance between the interest of man 
in forestry and the requirements of the owner of the 
forests' (Mm. Food, Agric. For., 1976). 
The specific aims of the law are:- 
-- to conserve woodland, to extend it and to ensure its 
proper sustained yield management in both the economic 
and environmental interests; 
-- to promote forestry; 
-- to achieve a balance between the approach of the 
public to forests and the justified interest that 
forest owners have in their forests. 
2.2. Forestry and Forest Industries in the National 
Economy 
Of the total land area of about 25 million hectares 
about 29 per cent is covered by forests. About 55 per 
cent of the land area is under agricultural cultivation 
and 12 per cent is taken by towns, industries and public 
transport (Mm. Food, Agric. For., 1976). 
In the Federal Republic, about 85 per cent of the 
total forest area is productive high forest. This shows 
the success of the country in converting to high forest 
* Unless otherwise mentioned, the data quoted in the 
discussion are taken from: Mm. Food, Agric. For., 
U976) Forestry, Forest Industries and Hunting in the 
Federal Republic of Germany. Department of Forestry, 
Forest Industries and Hunting. 
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practically all coppice areas which were suitable 
(Comm. of the Eur. Cornmun., 1979). Of this area about 
70 per cent is covered with conifers - . - and the rest is 
covered with broad-leaf species. 
The States with large foret areas are Bavaria and 
Baden-Wurttemberg. The combined forest areas of these 
two States form about 50 per cent of the total area of 
forests in the country (Table 5-1). 
The forests of the Federal Republic are either 
State, Private or Communally owned. Of the total forest 
area about 44 per cent is privately owned and about 30 
per cent is owned by the States. The rest of the forest 
area is either owned by local authorities or communities 
(Table 5-2). 
Most of the private forests are farm forests. They 
are normally integrated in the overall management of 
the farm and are important in strengthening the finan-
cial position of the farm. The sale of timber from the 
forests provides regular income for the farmers. 
The forests play a minor role in the national 
economy of the Federal Republic. The contribution made 
through wood production forms only about 0.2 per cent of 
the gross national product. The contributions of agri-





Total Area and Area of Woodland by Lander (1974) 
Woodland Area (a) 
	
Land area (b) 
('000 hectares) ('000 hectares) 
Baden.-Wurttemberg 1,310.4 3,57501 
Bavaria 2308.3 7,054.7 
Bremen 0.8 40.4 
Hamburg 6.1 75.3 
Hesse 809.1 2,111.2 
Lower Saxony 938.8 4,741.7 
Northrhine Westphalia 802.5 3, 405.7 
Rhineland Palatinate 751.7 1,983.5 
Saarland 80.9 256.8 
Schleswig-Holstein 137.3 1,567.8 
Berlin 7.7 48.0 
Total 	 7,144.6 	 24,860.1 
Source: Mm. Food, Agric. For., 1976. 
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Federal Republic of Germany a Forest Ownership (1971) 
(HECTARES 
Federal State State Forest Private Forests 
Schleswig- 44 0 213 72,803 
Holstein 
Lower Saxony 347 0 117 511,300 
North Rhine- 120,564 505,787 
Westphalia 
Hessee 315 9 245 228,046 
Rhineland- 203,315 123,257 
Palatinate 
Baden- Wurt-. 292,516 440,698 
temberg 
Bavaria 776,627 1,195, 1148 
Saarland 37,043 13,194 
Bremen - 607 
Hamburg 4,037 1,297 
Berlin 7,761 138 
TOTAL 	 2,148,438 	30092,575 	 1 ,759,922 	 7,000,933 
Source: Mm. Food, Agric. For., 1976. 
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2.2.1. The wood-based industry 
The main components of the wood-based industry 
are the sawmilling (including planer and impregnating 
plants), verneer, plywood, fibre board and particle 
board industries; the wood pulp, cellulose, and paper 
industries; the woodwork industries; and the handicraft 
industries. In 1974, there were about 62,000 wood-based 
industrial units employing about 620,000 people. The 
contribution from the timber industry (including the 
timber trade) forms about 2.3 per cent of the country's 
GDP in 1974. 
In the Federal Republic, domestic timber produc-
tion does not meet the demand of the timber industry. 
Therefore, a certain percentage of production has to 
come from imports. During the 1970-74 period an average 
of about 27 per cent of the total timber production came 
from imports. The veneer industry, in particular, 
imports most of its raw materials. Only about 30 per 
cent of the veneer produced is based on local beech or 
oak. 
Measured by the value of production, the woodwork 
and handicraft industries are more important than the 
other industries. Together, the value of production of 
these two industries forms about 63 per cent of the 
total production value of the timber industry in 1974. 
They employed more than 76 per cent of the total labour 
in the same year. 
RM 
As has been mentioned, Federal Republic of Germany 
is a traditional, timber importing country. The country 
imports more sawn and planed timber than roundwood or 
particle board or pulp and paper. In 1975 about 54 per 
cent of the total wood import were in the forms of 
sawn and planed timber (Anon. 1980 ). 
On the other hand, the country exports more 
particle boards and pulp and paper products than round-
wood or sawn timber. 
The import and export of timber are not restricted 
by any regulations. However, the Federal government 
coordinates the export and import of timber to ensure 
that the industry is supplied with domestically produced 
timber at acceptable prices. This is intended to help 
the industry to remain competitive. 
3.0. Some Forestry Issues in the Federal Republic of 
Germany as a Result of Federation 
3.1. The German Forestry Council 
This organization exists between the parliament 
and the governments of the Federal Republic and the 
States. It is particularly of importance in influencing 
the forest policy of the Federal Republic. 
The Council is made up of representatives of the 
States, communal and private forest, the forest sciences, 
professional organizations that deal with forestry 
problems, and other institutions concerned with the 
Pr 
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conservation and promotion of forests and forestry. It 
works through technical committees, such as committees 
on timber markets, legislation and forest policy, 
taxation, and higher production. Together they act in 
an advisory capacity on all actual forestry problems in 
the country. 
In its task to promote forestry and to look after 
the conservation of forests, the Council normally 
submits applications and proposals to federal and State 
authorities as well as to other bodies concerned. It 
also produces reports on request and undertakes other 
activities that are aimed at conservation and promotion 
of forests and forestry. 
3.2. Federal Forest Law 
As mentioned earlier, control of the forests and 
forest industry is a separate function of the individual 
State. The Federal government, however, has a right to 
decree basic forest laws to provide a framework within 
which the legislation of the States has to stay. Such 
laws would deal with facts or problems of universal 
importance. 
Heske (1938), writing on forestry under an earlier 
Germàn constitution, mentioned an attempt as early as 
in 1920 to create a national forest law. However, the 
effort failed because the Federal government was faced 




Since then and up to the year 1974, the Federal 
government did not make use of its power to pass a 
fundamental forest law. While discussing the trends of 
forest legislation in the Federal Republic, Plochmann 
(1974) emphasized the need for such a new law. He 
observed that the emphasis on the functions of forests 
and forestry in Germany has changed or is changing. 
Forestry has to meet its growing social commitments and 
private forestry, in particular, is not in a position 
to adapt itself to this growing demand without legisla-
tive support. He proposed that the new law should aim 
at forest conservation and maintenance in fair condition, 
of a minimum forest area. 
Ultimately, a Federal Forest Law was enacted by the 
Federal Parliament on May 8, 1975 (Mm. Food, Agric. 
For., 1976). This is one of the four political forestry 
decisions taken at the federal level since 1945 (Klose, 
1976). 
The law which is called "Law on the Preservation of 
Forests and the Promotion of Forestry" forms an 
essential pillar for forestry policy at the federal 
level. It consolidates the forest laws at the Federal 
level and aims at safeguarding the economic, protective, 
and recreational functions of the forests. The law also 
lays down the basis for the promotion of forestry in the 
widest sence. 
An interesting aspect of the law is that it is only 
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a framework law. The law embodies general principles 
to which the local laws must conform, but omits details 
which fall within the field of local legislation. This 
has been devised so that the provisions of the law will 
not come into conflict with the extreme diversity in the 
forest conditions of various parts of the country. 
In general, the law contains provisions on 
important aspects such as forest conservation, afforesta 
tion, silvicultural management operations, protective 
forest reserves, recreational forests, as well as 
access to forets. In addition, aspects like coopera-
tion in forestry, forestry subsidies, and obligation of 
forest owners in providing certain required information, 
are also covered. 
On the subject of forestry subsidies, article 41 of 
the law says that because of the productive, protective 
and recreational functions of the forests, forestry 
should be subsidized through public funds. The 
following measures are jointly subsidized by the Federal 
and State governments; preparatory work (preplanning), 
afforestation of marginal land and waste land, conver-
sion of older coppice areas into high forests, quality 
pruning of trees, separation of pasture land from 
forest land, protection planting, forest road construc-
tion, and cooperation in forestry. 
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3.3. Open Market for wood 
As mentioned earlier the import and export of wood 
in the Federal Republic of Germany are not controlled by 
any regulations. Timber and timber products can be 
imported without tax or custom duties of any kind. 
This, however, was not the situation from the year 
1936 to 1952. During this period, import of timber was 
under the control of the Federal government. Timber 
prices were fixed at a very low level and the home 
industry was placed at a disadvantage. 
Then, in 1952-53 the laws on the regulations of 
the market were'abrogated and put the wood in an open 
market again. Plochmarin (1968) mentions some of the 
consequences of this decision by the Federal Government. 
He noted that the prices of timber rose quickly and 
reached their peak by 1955. From then on, the prices 
began to drop to a level about 25 per cent below the 
price for the best year. The opening of the timber 
market to the world market without any restrictions was 
mainly responsible for the price decline. 
The effects of the abolishment of price regulations 
were strongly felt for timbers like beech, mine-prop and 
pulpwood. Beech was mainly replaced by tropical hard-
woods because they are usually more beautiful and 
easier to saw, peel and dry. Mine-props and pulpwood 
from Scandinavia and Russia could be bought at lower 
prices despite their long transport. As a result, the 
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price of beech dropped by 42 per cent of 1955 level, of 
mine-props by 30 per cent and of pulpwood by 25 per 
cent. 
3,4, Federal-State Joint Responsibility in Subsidizing 
Non-State Forests 
In the Federal Republic of Germany the Federal and 
State governments cooperate with one another giving 
subsidies to private forest owners. This cooperation is 
bounded by the 'Law on the Community task' for the 
'Improvement of the agrarian structure and coastal 
protection' which was enacted on September 3, 1969. 
This law is also a joint law on agriculture and 
forestry. According to the law, among the measures that 
may be assisted are afforestation of agricultural land 
of marginal productivity, and of uncultivated and waste 
land. Assistance may be given for such works as 
conversion and improvement of low-yield stands in loca-
tions suited for high forests; the planting of shelter 
belts; pruning of young stands; separation of forest 
and pasture land to maintain forest where difficult 
mountain terrain requires it; preliminary work and 
preparation of the land for planting; construction of 
forest roads and tracks; and formation of forestry 
associations (Comm. of the Eur. Commun., 1976) 
The Federal government contributes about 60 per 
cent of the total cost of subsidies which are non-
repayable. 
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The level of assistance varies for different type 
of work. For example, for silvicultural measures the 
level of assistance may not exceed 80 per cent of the 
eligible cost. Different scales of maximum assistance 
are given for different categories of afforestation and 
conversion works. This varies from DM 3,500 per hectare 
for broadleved plantation to DM 200 per hectare for 
pruning. 
Grants of about 80 per cent of the eligible cost 
are given for road and track construction. 	For the 
formation of forestry associations, assistance of about 
40 per cent of the initial investments (equipment, 
machines, installation, plantations) is given. In 
addition, grants of about 40 per cent of the administra-
tive costs are given in the first five years, 30 per 
cent for the next five years and 20 per cent for a 
further five years. 
Such cooperation between the central and provincial 
governments in financing the development of an important 
economic sector is essential for any federation such as 
Germany. However, difficulties may sometimes arise in 
the implementation of such policy as discussed by 
Pruns (1975). 
According to Pruns, the question of the competerices 
for the provision of financial support available to the 
Federal government was taken up again after the 
Financial Reform of 1969. This is because weaknesses 
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and difficulties in application have been pinpointed 
in the administrative practice relating to joint under-
takings and financial assistance. The question of who 
should be responsible for the provision of financial 
support for measures which have been laid down by the 
Common Market has not yet been properly clarified. He 
went further to summarize that, 
" The Federal Constitutional Court has 
discovered that in the area of responsi-
bility for executive action the Federal 
government has in some ways encroached 
upon the executive authority of the 
Federal States. It may be in general 
be observed that the Federal government 
has been financing even measures which 
lie in the 'grey area' not coveredby 
constitutional law ." 
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B. Commonwealth of Australia 
1.0. Political, Social. and Economic Background 
The Commonwealth of Australia is a federation of 
six independent States; namely New South Wales, 
Victoria, Queensland, South Australia, Western Australia 
and Tasmania. These original States of the federation 
were formerly colonies of the British Empire. The 
number of States has remained fixed although there is 
a. provision in the Constitution for the creation of 
other States as and when the people of Australia con-
sider it desirable. 
The federation was established with the passing of 
"The Commonwealth of Australia Constitution Act" in 
1901. Upon confederation the States retained certain 
powers while giving up the others to the Commonwealth 
government. 
The Constitution empowers the Federal Parliament to 
legislate on matters enumerated in 39 articles. Among 
others these matters include trade and commerce with 
other countries and among States; taxation; bounties 
on the production or export of goods; defence; fisheries 
in Australian waters beyond territorial limits; external 
affairs; immigration and emigration; the acquisition of 
property from any State or person for any purpose in 
respect of which the Parliament has powers to make laws; 
and the arbitration of interstate industrial disputes. 
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The States assume powers over matters not listed 
in the Constitution as' a federal matter. These equally 
important matters include education, health, transport, 
land laws and forestry. Therefore, the States are the 
major owners of forest lands in Australia. However, the 
Commonwealth government has wide powers over the indus-
tries dependent on the forests, particularly pertaining 
to matters such as trade and commerce, and taxation. 
The total land area of Australia is about 768.2 
million hectares. In 1978 the country's estimated 
population was about 14.3 million and this was an 
increase of about 1.18 per cent from the previous year. 
About 0.82 per cent of this increase was due to natural 
increase and 0.36 per cent to net migration 
The population is composed mainly of immigrants 
or descendants of immigrants from the British Isles. 
Thus, the federation has greater freedom' from tensions 
caused by race or religion than other federations such 
as Malaysia. Due to historical, climatic and economic 
reasons, the population is mainly concentrated in 
capital cities and other major towns, mainly on the 
outh and east coasts of the continent. In June 1978, 
about 70 per cent of the population lived in the nation-
al capital, the six State capital cities and five 
other • major towns. The percentage of population in the 
rural areas has declined over the years but the rate 
of rural population decline has improved considerably 
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since the year 1971 (Austr. Year Book, 1980). 
As far as the economy of the country is concerned, 
Table 5-3 suggests that its growth depends on the per-
formance of the pastoral, mining and quarrying, and manu-
facturing industries. These three industries dominate 
the export sector and together they contributed on the 
average of about 75 per cent of the income from export 
for the period 1976-79. However, as can be seen from 
the table, the contributions of the forestry sector are 
quite insignificant. 
The country imports a lot of chemicals, manu-
factured goods, and machinery and transport equipment. 
The costs of imports of these goods form about 64 per 
cent of the total cost of imports for the year ended on 
June 30, 1978. 
On the employment sector, about 4 million people 
were employed as at May 1979 and out of this, about 31 
per cent were engaged in the manufacturing industries 
and 32 per cent in wholesale and retail trade. The 
agricultural sector, on the other hand, employed only 
about 9 per cent of the total employment. At the same 
time about 6.2 per cent of the labour force were un-
employed. 
Table 5-3 
Australia* Exports by Individual Group,. 1976:-1979 
Industrial Value (A$ million) Proportion of Total Exports 
Group 1976-77 1977-78 1978-79 '7-77 "77-'78 '78-"79 
Agriculture, 2,137.2 2,055.2 1,863.9 18.3 16.8 13.1 
horticulture and 
venticulture 
Pastoral 2,781.6 2,812.9 3,864.0 23.9 22.9 27.1 
Dairy and 
farmyard 204.4 209.6 232.0 .1.8 1.7 1,6 
Mines and quarries 3,381.9 3,563.0 3,894.7 29.1 29.0 27.3 
(except 	gold) 
Fisheries 143.8 152.8 212.2 1.2 1.2 1.5 
Forestry 1204 13.1 19.1 0.1 0.1 0.1 
TOTAL PRIMARY . 
PRODUCE 8,868.4 8,806.6 10,085.9 74.4 71.8 70.8 
cont.. 
cont... 
Manufacturers 2,368,4 2,680,1 3,191.4 20.3 21.8 22.4 
Refined Petroleum 
oils 200,3 232.1 287.6 1.7 1.9 2.0 
Gold 31.9 44,4 79.6 0.3 0.4 0.6 
Unclassified 112.4 1 59.0 144.3 1.0 1.3 1.0 
TOTAL AUSTRALIAN 
PRODUCE 11,381.5 11,922.2 13,788.9 97.7 97.2 96.8 
Reexports 270.1 347.3 458.4 2.3 2.8 3.2 
TOTAL 11,651,6 12,269,5 14,247.3 100.0 100.0 .100.0 




2.0. Forestry and Forest Industries Development 
in Australia 
2.1. Forestry Administration and Policy 
At the Federal level the body responsible for 
forestry administration and policy is the Forestry, Food 
and Agricultural Services Division of the Department of 
Primary Industries. The responsibility was formerly 
vested solely with the Forestry and Timber Bureau. The 
Department of Primary Industries now provides the Secre-
tariat for the Australian Forestry Council. Besides the 
formulation of forestry policy, the Department is also 
responsible for the administration of the Forestry and 
Timber Bureau Act, management of export controls, and 
administration of the Forestry Softwood Agreements Acts. 
The forest authority at the State level is either a 
State Department or Commission under a Minister of the 
State government. In Queensland, South Australia, and 
Western Australia, the head of the Forest Department is 
the Conservator of Forests. In the three other States 
where there are Commissions, the chief officers are 
either Commissioners and Assistant Commissioners (New 
South Wales), Chairman and Commissioners (Victoria), or 
Chief Commissioners and Assistant Commissioners (Tas-.. 
mania). 
Australia has no formal national forestry policy. 
been 
As will emerge in a later section there haveattempts to 
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create a national forestry policy. However, the country 
has a national forestry policy relating to production as 
evident by the Softwood Forestry Agreement Act which 
will be discussed later. 
Forest policy and legislation are the prerogative 
of each individual State. The sum of the State 
programmes and policies constitute the informal national 
programmes and policies. Henry (1972), writing on the 
history of Australia attempts to create a national 
forest policy concluded that, 
"... an overall national policy is not to 
be expected, but that with cooperation 
and goodwill in most fields, and legisla-
tion in limited specific fields, forestry 
can progress satisfactorily without dupli-
cation of efforts or governments acting 
at cross purposes." 
Multiplicity of Acts and Ordinances is oerhaps a 
common phenomenon in a federation if both State and 
Federal governments have responsibilities in any field. 
of endivour. In Australia, the forests and forest 
industries are controlled by about 75 Acts and 
Ordinances directly concerned with the work of the 
forest services and industries (Slinri. 1964). This is 
one of the difficulties of forestry development in a 
federation. 
2.2. Forestry and Forest Industries in the National 
Economy 
Australia is a lightly forested country. Natural 
forests cover only about 5.0 per cent of the total land 
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area of the country. This represents an area of about 
42 million hectares. In addition to that, about 8.5 
per cent of the land area is covered with woodland 
(Table 5-4). The forests are unevenly distributed among 
the States. The States with large forest areas are New 
South Wales and Queensland. Together their forests form 
about 64 per cent of the total forest area in the 
country. South Australia, practically, has no forest 
area. 
The forests of Australia are basically of three 
-types, namely rainforest, Eucalypt and Cypress pine 
forests, Eucalypt forests of various productivity 
dominate the forest cover forming about 85 per cent of 
the total forest area. The rainforests which form only 
about 4.5 per cent of the total forest area are mainly 
found in New South Wales and Queensland. 
About 80 per cent of the forests belong to the 
States. Of this total about 12 million hectares or 24 
per cent are reserved for permanent timber production 
and the rest reserved for other purposes (Table 5-5). 
At the end of March 1979 there were about 730,000 hec-
tares of coniferous plantation, the majority of which 
are publicly owned. 
2.2.1. State of Wood-Using Industries 
The major components of the wood-based industries 
are the sawn timber, plywood, particle board, hardboard, 
Table 5-4 
Australia: States and Territories-Land Areas by Vegetation Cover Groups 
30 June, 1979 ('000 hectares) 
Vegetation 
Cover Group NSW 	VIC QLD SA 	WA 	TAS 	NT 	ACT 	TOTAL 
Forest (a) 15,350 	5,786 11,644 - 	 3,011 	2,819 	3,266 	51 	42,000 
Woodland (b) 3,300 2,900 28 0 200 . 	 900 	20,600 	2 0 100 	7,000 	5 	65,000 
Total area-land(c) 8.0,160 22,760 172,700 98,400 252,500  6,780 134,620 240 768,000 
(a)+(c) 	x 100 19.1 25.4 6.7 0.0 1.2 41.6 2.4 21.3 5.5 
Include native forest with existing or potential stand height of 20 metres or more 
and cypress pine forest in commercial use regardless of stand height. Does not 
include plantations. 
Approximately defined as vegetation :(nOt'.beirg. forest) ..hàving a top stratum of trees 10 
metres or more in height and crown cover between 10 and 30 per cent per unit land area. 
Source: 	Forestry Branch, .:Department of Primary Industry. 	1980. 
co 
Table 5-5 
Australia: Categories of Forest Ownership, 1979 
uwnersnip 
category 	 NSW 	VIC 	QLD 	SA 
	
TAS 	NT ACT 	TOT 
State Forestry(a) 2,866 2,358 3,203 - 	 1,913 1,272 312 	- 	11,924 
Other Public (b) 6 9 208 2,750 1,394 - 	 435 399 2,639 51 13,876 
National Park (c) 993 128 5,747 . 	 105 122 315 	- 	7,410 
Private (d) 5,283 550 1,300 - 	 558 1,031 - 	 - 	 8,722 
Total 	 15,350 	5,786 	11,644 	- 	3,011 	2,824 	3,266 	51 	41,923 
Publicly-owned land, permanently reserved or dedicated primarily for timber production. 
Publicly-owned land, vacant or occupied under lease, not specifically reserved for 
timber production, but on which control of timber rests with the Crown. 
Publicly-owned land, permanently reserved for purposes other than timber production. 
Privately-owned land, and leasehold where the Crown has no control over timber rights 
NOTE: State totals of areas of native forest are subject to frequent change in tenure/land 
use, and should be used with caution. 




and the pulp and paper industries. The relative impor-
tance of these industries is indicated by end-use of 
timber removals in Table 5-6. 
Of the total log production from the Australian 
forests between the years 1974 to  1979 an average of 
about 52.0 per cent was used by the sawn timber indus-
tries. About 37.0 per cent of this total log production 
was utilised for pulpwood production of which more than 
44.0 per cent was used by the paper and paperboard 
industries. The remainder of the production was used by 
the plywood and other smaller industries. 
2.2.2. Imports and Exports of Forest Products 
Australia is a wood importing nation. The cost of 
imports for each of the years 1974 to 1979 is shown by 
Table 5-7. 
The data in the table show that import value 
started to increase from the 1975-76 period. Since then 
the value of imports has been increasing at a rate of 
about 13.5 per cent annually. The import value of pulp 
and pulp products forms the biggest percentage of the 
total value of imports. On the average about 48.5 per 
cent of the total import expenditure was spent on the 
import of these products. 
The value of imports of sawn timber, sleepers and 
cork ranked second followed by the import values of 
processed wood other than sawnwood. 
Table -6 
Estimated Removals of Roundwood From the Forest - Australia, 1974-79 
(thousand of cubic metres) 
1974/75 1975/76 1976/77 1977/78 1978/79 
Sawlogs 7,509 7,224 7,300 7,307 6,830 
Veneer logs 144 175 201 222 248 
Sleeper logs 472 434 502 539 608 
Pulpwood 4,976 4,31+1 5,353 5 9 319 5,262 
Paper and 
paperboard 4,295 3,677 4 ,831 4,810 4 9 742 
Particleboard 424 437 370 394 407 
Hardboard 253 223 149 111 111 
Softboard 4 4 3 4 2 
Other 670 698 533 682 696 
Total (a) 13,771 12 9 872 13,889 	14,069 13,644 
(a) Excludes fuelwood obtained from logs estimated at 1.Om cubic metres in 
1978/79. 
Sources 	Forestry Branch, Department of Forestry Industry., 1980. 	 OD 
Table 5-7 
Value of Imports of Forest Products - Australia (a) (A$. 1 000), 1974-79 
1974/75 	197/76 	1976/77 	1977/78 	1978/79 
tSlSlIi1?LSIi1I 
Sawlogs and veneer logs 1,633 2,189 1 9 830 1,782 1,315 
Poles, piles, posts 138 32 94 229 352 
SAWNWOOD, SLEEPERS, CORK 
Sawnwood 80,820 96,089 141,181 146,593 152,053 
Sleepers 1,862 3,458 - 3,048 1,539 
Cork 622 521 337 248 218 
PROCESSED WO0DOTHERTHA1t.SAWNWOOD 
Plywood 10,588 17,810 21 0 020 17,498 23,506 
Veneer 6,006 6,928 7,795 5,894 6,605 
Particleboard 1 9 242 371 194 56 144 
Blockboard 61 109 284 196 384 
Boxboard - 32 38 251 213 
Other wood manufacturers (b) 14,881 17,870 20., 525 14,584 17,106 
Cork manufacturers 4,230 3,059 4,765 5,652 6,260 
WOOD PULP AND PULP PRODUCTS 
Hardboard 131 451 659 182 321 
Softboard 7 22 120 560 1,319 
Pulp and waste paper 70,992 55,036 66,873, 579384 66,336 
Paper and paper board 191,649 164,226 203,678 231,681 291,366 








.11 9* ' 251 
152,000 




Minor Forest Prodücth 	 11,365 
Estimated Freight, etc. on imports 127,000 
Estimated C.I.F. value imports 
on all forest products 	 544,000 
Values are all F.O.B. values at country of origin, excepttotal value which is C.I.F 
value or landed cost of imports excluding duty. 
Includes bobbins, tool handles, wicker and bamboo, casks and vats, etc. but excludes 
furniture, 
Includes such items as boxes, bags, letter trays, etc. 
Source: Forestry Branch, Department of Primary Industry, 1980. 
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The values of exports of forest products are shown 
in Table 5-8. During the period shown, the export 
values fluctuated and on the average the export of 
forest products contributed about A$ 110 million to the 
economy annually. 
The most important exported products are woodchips. 
Their value represents about 64.0 per cent of the total 
export value for the period between 1974_1979. The 
second most important export product is paper and paper-
board. 
2.2.3. Employment in Forestry and Forest Industries 
In 1978-79 forestry sector employed about 91,500 
people. Total employment in wood processing industries 
represents about 81.0 per cent of the total forestry 
sector employment. Within the wood processing subsector, 
the wood and wood products industries employed more 
labour in comparison with other industries such as the 
pulp and paper industries. 
3.0. Issues in Australian Forestry and Forest 
Industries as a Result of Federation 
In the development of the Australian forestry and 
forest industries, some issues have emerged as a result 
federation. Some of these have benefited the industry 
while the others have not. 
the following paragraphs. 
They will be discussed in 
Table 5-8 
Value of Exports of Forest Products - Australia (a) ($A  1 000), 1974_79 
1974/75 	1975/76 	1976/77 	1977/78 	1978/79 
ROUND WOOD 
Logs 
Poles, piles, posts 








Other wood manufactures: (c) 
Cork manufacturers 




Paper and paperboard 
Paper manufactures d) 
120 18 42 9 93 
253 236 73 686 514 
4,169 3,354 5,190 6,086 9,046 
3,511 49902 4,205 3,797 5,391 
1,003 1,069 1,151 1,087 1,608 
218 181 405 375 665 
206 30 193 - - 
208 170 96 147 208 
1,370 550 378 802 1 9 108 
443 325 351 422 540 
2,508 1,344 1,174 1,344 658 
84 29 19 8 16 
550 337 347 502 312 
13,898 9,123 12,494 17,207 18,052 





Minor forest products (e) 	 5,380 	8,821 	7,124 	3,496 	3,259 
Woodchips 	 46,437 	50,551 	79,497 	82,422 	93,592 
Grand Total 	 87,433 	84,087 	116,199 	122,584 	141,336 
Values are F.O.B. (Free on Board) from Australian ports. 
Includes boxboards, 
Includes manufactured articles of wood, but excludes furniture. 
Includessuch items as boxes, bags, letter trays, etc. 
Includes only Minor Forest Products in the raw state. 
Included in plywood. 




3.1. The Australian Forestry Council 
The establishment of the Council was described by 
Jacobs (1965). It was established in July, 1964 after 
about four years of negotiations between the Common-
wealth and the State governments. The establishment 
presented another measure through which the Commonwealth 
government may influence the functions of the States. 
The Council provides the means for the mutual exchange 
of information and views between the State and Common-
wealth governments in the broad field of forestry and 
forest industries. 
The Council is made up of State and Federal govern-
ment Ministers of Forestry, with the Minister for 
Primary Industry as Chairman (Figure 5-1). It is 
advised and assisted by a Standing Committee on Forestry, 
which consists of the Heads of the State Forest Services 
and Commonwealth government officials. 
Reporting to the Standing Committee are the 
Australian Forestry and Forest Industries Conference 
(which consists of industry and grower representatives), 
the Forest and Forest Products Pests and Disease 
Committee, and the Directors of Research Committee 
(which coordinate forest research in Australia). 
The functions of the Council are:- 
-- "To promote the management of Australian 
forests for the benefit of the people of 
Australia 
--To advance the welfare and development of 
the industries based upon these forests 
Figure 5-1 	
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Australian Forestry Council Organisation 
COUNCIL 
Chairman - Minister forPrimary Industry 
Secretariat - Forestry Branch, Department of 
Primary Industry 
STANDING COMMITTEE 
Directors of 	Australian' Forestry Forest and Forest 
Research 	& Forest Industries Products Pests and 




--Mensuration and Measurement 
--Soils and Nutrition 
--Silviculture of Indigenous Forests 
--Silviculture of Plantations 






Source: Department of Primary Industry, Canberra, 
Australia, 1982. (Personal Communication). 
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--To facilitate the exchange of information 
between parties interested in all the uses 
and the protection of the forests 
--To formulate and recommend national forest 
policy for Australia 
--To coordinate research into all aspects of 
forestry including the uses of forests and 
forest products 
--To consider matters submitted to the 
Council by its Standing Committee, (Jacobs 1965)." 
The Australian Forestry Council is only an advisory 
-
body. Matters are normally sent to the Standing 
Committee first for recommendations. These recommenda-
tions are then brought forward to the Council for con-
sideration. The Standing Committee itself could also 
introduce business, discusses it and make recommenda-
tions to the Council. 
Soon after its formation the Council drew the 
attention of both the Commonwealth and State governments 
to the subject of softwood plantations. Cooperation was 
sought from the two governments so that softwood planta-
tion in the country could be accelerated. This would 
help to replace imports and at the same time create 
additional employment. 
Already at its fourth meeting in 1966 the Council 
announced the agreement reached between the Commonwealth 
ans State governments on the subject of softwood planta-
tion policy. The State governments agreed to accept 
financial assistance from the Commonwealth to help them 
accelerate the establishment of softwood plantations. 
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This, then, formalised the 'Softwood Forestry Agreement 
Act.' (This will be further discussed in the next 
section). 
In line with its functions to promote the manage-
ment of Australian forest and advance the welfare and 
development of the wood-based industries, the Council 
played a very important role in holding the national 
'Forestry and Wood-based Industries Development 
Conference (FORWOOD)' in Canberra in 1974. Eight 
panels reported to the Conference discussing important 
aspects such as land-use, forest resources; multiple-use 
of forests; harvesting; wood-based industries; marketing; 
finance; and education, training, research and manpower. 
Among the important subjects discussed in the 
Conference was the concept of self-sufficiency in 
Australian forest policy. Various arguments for and 
against this concept before and after FORWOOD were 
discussed by Carron (1980). The final pronouncement on 
this subject was made by the Council and " that forest 
policy throughout Australia should be directed towards 
ensuring that Australia had a long term capability to 
supply such of its own requirements of forest products 
as might be consistent with economic and environmental 
considerations." (Austr. For. Coun., 1976) 
An interesting point as pointed out by Carron 
(1980)(op. cit.) is that "none of the thinking about or 
planning of national self-sufficiency has been 'national' 
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in the continental sense, i.e. with disregard for State 
political boundaries." Based on the information 
submitted by the State governments to the Senate enquiry 
into "All aspects of Australia's forestry and forest 
products industries" (SSCTC., 1979), he found out that 
the Staten subscribed variedly to a policy of self-
sufficiency. 
This is, perhaps, a peculiar forestry problem in a 
federation such as Australia. Sometimes it is difficult 
to arrive at a national policy,, in the sense one which 
is agreed upon both by the Federal and State governments. 
In its capacity as an advisory body the Australian 
Forestry Council could only make recommendations. The 
States may place their own interpretation on any resolu-
tions passed. As Carron (1980) writes: 
"... the States project a national image by 
'real or apparent concensus of viewpoint 
only when they find it desirable or 
necessary to give weight to appeals to the 
Commonwealth government which are mutual 
interest to them; for example, on matters 
of import and export policy, which are the 
province of the Federal government, or for 
extra finance over and above conventional 
disbursements from the Federal treasury." 
3.2. The Softwood Forestry Agreement Acts 
Among the main achievements of the Australian 
Forestry Council have been the successive "The Softwood 
Forestry Agreements Acts." The Council had successfully 
convinced both the Commonwealth and State governments 
that Australia would need a greater softwood resource 
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base for the future. Consequently, with assistance 
given by the Commonwealth government, the States have 
been persuaded to adopt a firm programme to increase 
their softwood resource from their own funds. These 
acts are good examples of sound planned collaboration 
between the Governments in a federation.. 
Until 1980 there were four successive Acts; the 
1967, 1972, 1976 and 1978. These Acts had, as their 
target, establishment of 1.2 million hectares of planta-
tion by the year 2000. This target would be achieved 
with a combined effort by the Governments and the 
private sector in planting an annual area of 30,000 
hectares. 
Under the Acts of 1967, 1972 and 1976 the Common-
wealth government provided financial assistance in the 
form of loans to the States for the additional planting 
of softwoods. The assistance would enable the States to 
increase their rate of plantings beyond what they could 
support from their own resources. The assistance covers 
the works of land clearing, roadworks, tending the crop 
and the acquisition of land where necessary. 
The loan is subject, to the following condition: 
a"Repayment over 35 years, the first ten 
years being free of repayments and 
interest; 
b. Assistance granted being a proportion 
of total cost of new plantings incurred 
by any State up to the acreage limit 
set by the Agreement; 
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The Minister of.Primary Industry having 
the option to approve carryovers from 
one year to another where he considers 
it appropriate to do so; 
Advance being made to the States in 
anticipation of expenditure on 
programme plantings; 
The interest being that of the yield to 
maturity of the long-term loan last 
raised by the Commonwealth for public 
subscription prior to when the advance 
was made," (FORWOOD, 1974) 
Payments made under the Softwood Forestry Agreement 
Act 1967 are shown in Table 5-9. The federal loan forms 
about 38 per cent of the total planting costs. 
The operation of the Softwood Forestry Agreement 
Acts were the subject of enquiry by the Federal Govern-
mentHouse of Representatives Standing Committee on 
Environment and Conservation in 1974-75 (Forestry and 
Timber Bureau, 1980). Its report in 1975 recommended 
the Bureau of Agriculture Economics (BAE) of the Depart-
ment of Primary Industry to examine the softwood plan-
ting programmes. 
Upon examination, the BAE found that current 
planting rate could be reduced and self-sufficiency 
still achieved early in the twenty first century. 
These findings led to the introduction of the Soft-
wood Forestry Agreement Act of 1978. There seemed to be 
no justification for further Federal funding for soft-
wood planting and therefore the Act provided that the 
Commonwealth government financially assists the States 
Table 5-9 
Payments Made Under the Softwood Forestry Agreements Act 1967 (A$) 
1966/67 1967/68 1968/69 1968/70 1970/71 Total 
New South Wales 
Total cost of plantings 1 094 620 1 942 756 2392899 2 846 437 3055 006 11 331 718 
Federal Loan -- 1 500 000 1 200 000 1800000 1 401 000 5 901 000 
Victoria 
Total cost of plantings 679 129 915 799 1 394 785 1 599 192 1 758 706 6347611 
Federal Loan 
- 300000 500000 480000 815000 2095000 
South Australia 
Total cost of plantings 656 277 1 289 545 959 805 1 205 066 1 129 526 5240 169 
Federal loan 90000 205000 230000 350000 300000 1175000 
Tasmania 
Totbl cost of plantings 495 008 715 170 774 155 888 712 976 356 3 849 401 
Federal loan 
- 520 000 488 000 400 000 700 000 2 108 000 
Western Australia 
Total cost of plantings 642 218 867 468 1 152 750 1186087 1179003 5 027 526 
Federal loan 
- 450 000 500 000 859 000 424 000 2 233 000 
Queensland 
Total cost of plantings 1 807 261 2 265 669 2 695 308 2 972 957 3 582 811 13 324 006 
Federal loan 201 000 481 000 954 000 925 000 1 144 000 3 705 000 
Total 
Cost of plantings 5374 463 7 996 407 9 369 702 10 698 451 11 681 408 45 120 431 
Federal loan 291000 3456000 3872000 4814000 4784000 17217000 
Sources FORWOOD, 1974. Report of Panel 7, Australian Forestry Council. 
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in maintaining the plantations established under the 
earlierActs. 
The assistance was provided by way of loans repay-
able over 20 years with repayments commencing 15 years 
after the date of each advance, interest being either 
capitalised over the different period, or paid as it 
falls due (Australia. Year Book, 1980). The assistance 
covers a five year period commencing 1977-78. 
Provisions of funds should ensure that tending of the 
plantations will proceed as planned. 
The implementation of the Softwood Forestry Agree-
ments.....Acts in a federation such as Australia was not 
without problems. On the issue of the basis of alloca-
tion of the acreage and consequent assistance to the 
States, Henry (op. cit.) wrote "... there is no doubt 
that at this stage one of the disadvantages of a federal 
system emerges in that political considerations override 
objective and economic criteria." 
In a federal country where the State government 
connot levy a wide range of taxes as can the Federal 
government, the State has to depend on the stumpage it 
charges on forest products. It was due to this fact 
that the State of New South Wales subjected the Common-
wealth offer of financial assistance to a very close 
scrutiny (Lugton, 1968). 
Henry (op. cit) also mentioned how the State of New 
South Wales continued with planning for the 
202 
impiemeñtátioh of the second Act thinking that the first 
five year Act would be succeeded by second and third 
acts to implement the policy recommended by the Austra-
lian Forestry Council. The State was surprised when, 
prior to the expiry of the first agreement, the Common-
wealth government announced that in the second agree-
ment, it expected the States to increase the acreage 
planted from their own resource whilst it reduced the 
acreage for which loan funds would be made available. 
Besides the two issues discussed above, Australian 
forestry and forest industries did experience other 
problems as a result of federation (Jacob 	1968à, 
1968 b 	
). These issues will be briefly mentioned 
next. 
3.3. Import licences 
During the depression period of 19301940 the 
imports of many commodities, including timber, were 
restricted by the Commonwealth government's import 
licening policy. The main object of this restriction 
was to control the expenditure of foreign funds but it 
had significant effect on Australian forestry. The 
policy enabled the State Forest Services to set prices 
for their logs. 
In 1960, at the time when there was a sharp 
recession in the building industry in the United States 
and Canada and when the east coast mills of North 
America were short of internal orders, the Commonwealth 
government abruptly announced the abolition of licensing 
policy. This resulted in a huge 'amount of orders for 
timber, particularly Douglas fir, from Australia, many 
of which were given on the basis of short-term credit 
with a high interest rate. 
Then, in 1961, the building industry in Australia 
was seriously depressed when the Commonwealth government 
imposed a credit squeeze. The timber merchants had to 
dispose of the Douglas fir brought in on orders financed 
at a high interest rate on short-term credits. This 
resulted in a serious reduction in orders for timber 
from mills in Australia. Many of the mills stopped 
production and rural Australia suffered severely. 
3.. Transport problems 
In Australia, the Constitution prohibits the States 
from charging any tax on inter-state trade. As far as 
timber is concerned the States charge a coordination tax 
for all timber transported by road within the State. 
Road taxes are an important source of revenue to 
the States particularly to support the railway systems. 
The States complained that the Commonwealth government 
had spent large sums of money on the road system but not 
on the railways. 
On the other hand, the taxes are a major cost to 
the industry. Since no coordination tax would be pay-
able for timber transported by road between States, a 
disruption in natural markets is caused because timber 
2014. 
is flowing from the closer natural markets to the more 
distant markets. Difficulties are then almost insuper-
able to calculate the log royalties if the appraisal 
system in which allowance for transport is a major 
component were to be used. This is an example of how 
political problems of the Federation affect the royalty 
chargeable on logs in Australia. 
35. Taxation problem 	1 
In Australia the Commonwealth government collects 
the major taxes while the State governments undertake 
activities based on the soil, such as the growing of 
forests. The Commonwealth government gets more revenue 
than the States who grow the trees. 
In the case of paper industries, the tax on 
company profits was 42* per cent of the profits (Jacobs, 
1968b). In addition, a payroll tax of 2* per cent is 
paid on wages. All of these.taxes go to the Common-
wealth government. As a result the paper companies pay 
five to thirty times as much to the Commonwealth govern-
ment in tax as they pay to the States for wood. Due to 
these factors difficulties are sometimes encountered in 
encouraging the States to grow the wood and the compa-
nies 	to process iL 
M 
3.6. Resource-use conflicts 
Conflict in natural resource use is a universal 
phenomenon; it is not at all peculiar to countries with 
federal constitutions. However, the degree of 
complexity of a particular conflict is greater when it 
occurs in a federal country than in a unitary one. 
Whereasin a unitary country decision-making is the sole 
responsibility of the central government, this is not so 
with a federal country. In the latter, although natural 
resources are usually the cornerstones of the States' 
responsibility, the Federal government's jurisdiction 
may extend into matters indirectly related to these 
resources. As a result the Federal government may 
interfere in the decision-making process of the State 
government. 
In Australia, resource-use conflicts have taken 
different forms. Various pressures from mining 
industries, logging activities, real estate development, 
pastural development, and woodchip industries, threate-
ning the rain-forest zone of eastern Australia have been 
mentioned by Douglas (1975). Florence (1977) commented 
on the works relating to the conflict between conserva-
tion groups and timber industries in the alpine region 
of Victoria. In other instances, petroleum exploration 
came into conflict with conservation measures of the 
Great Barrier Reef (Connell, 1971). In the border 
ranges of New South Wales logging activities threatened 
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the establishment of a national park (Nicholson and 
Pople, 1977). 
In the following brief discussions the author 
attempts to examine the conflicts involving the 'Border 
Ranges and the Great Barrier Reef in order to explore 
the attitudes the parties involved, 	particularly 
that of the Federal and State governments. For the 
Border Ranges conflict, the discussion is mainly based 
on the report by Nicholson and Popie (1977)(op. cit.). 
The account by Connell (1971)(óp. cit.) will be the 
basis of discussion for the Great Barrier Reef contro-
versy. 
The Border Ranges conflict is about logging of the 
sub-tropical rainforest which makes up about fifty per 
cent of the total forest area in the vicinity of the New 
South Wales and Queensland border. The main actors in 
the conflict were the conservationists and the foresters 
backed by the State government. In addition to that 
the local communities, whose living depends on the 
forests, were also involved. The Federal government too 
made a brief interference into the conflict. 
The area concerned is a State forest, the more 
accessible parts of which have been logged since the 
turn of the century. The conservationists would like to 
see all or most of the area be included into a national 
park to complement and extend the adjoining Iamington 
National Park in Queensland. According to Nicholson and 
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Pople, the conservationists argued further that the area 
is one of the few remaining significant areas of sub-
tropical rainforest in the State. The arguments on soil 
erosion and destruction of flora and fauna as a result 
of logging activities were also put forward by the 
conservationists. 
A few conservation groups participated in the 
controversy. Among the most active of these groups was 
perhaps, the Border - Ranges 'Preservation:'Society 
(B.R.P.S.). This group was formed during the early part 
of the controversy with the express purpose of having 
the controversial area declared as national park.' 
Another conservation group involved, the Australian 
Conservation Foundation (A.C.F.), is more well estab-
lished than the B.R.P.S. 	The A.C.F. is a private 
organization but financially backed by the Commonwealth 
government. 
At the time of the conflict, logging activities 
were carried out on a selective basis. The aim of the 
system was to retain fifty per cent of the rainforest 
canopy. This would ensure regeneration and continued 
diversity of the forests. Thus, the foresters argued 
that harvesting would not destroy the flora and fauna, 
and in fact the forests have been managed for continuing 
production of beautiful timbers. In order to prove 
their points, the public were invited to visit the 
forests. Later, the District Forester organized a 
conducted tour for representatives of local councils, 
regional bodies, press representatives, etc. 
The controversy also drew the attention of the 
State politicians. Counter statements were made by the 
State Opposition Leader and the Minister for Lands and 
Forests. The Minister defended the :foresters, but on - 
the grounds of commitments to industry, local employment 
and tourism. 
In the midst of the controversy the Federal govern-
ment made its brief interference. As part of an enquiry 
into the national estate, members of the Federal govern-
ment inspected the forest area with the executive 
members of the B.R.P.S., and with Forestry Cormnission 
officers in attendence. Australian Conservation Founda-
tion and Total Environment Centre reported to the 
enquiry supporting cessations of logging and declaration 
of national park. 
Later, the Federal government gave a A$ 51,"000 grant 
to the B.R.P.S. to commission a private corporation to 
investigate the proposed Border Ranges National Park. 
No detail of the investigation is known but the author 
suspected that it was not in favour of the industry as 
evidenced from the protest of the local branch of saw-
miller's association to Federal government. 
At the State Cabinet level several parliamentary 
and inter-departmental committees were formed to 
investigate the proposed national park. Earlier, a 
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parliamentary committee of Government party backbenchers 
was formed, to be followed later by an inter-depart-
mental committee comprising the Minister for Conserva-
tion, the Minister for Lands, the Minister for Decentra-
lization and Development, and the Minister for Planning 
and Environment. 
All the while the controversy received intensive 
media coverage accomodating opposing statements by the 
parties involved. It even stimulated the Royal Society 
of Queensland and A.N.Z.A.A.S. to hold a symposium on 
rainforest and the Border Ranges, in Lamington National 
Park. 
It is learnt that the decision on the conflict was 
made by the State Pollution Control Commission Enquiry. 
Logging was to be continued but not on a narrow band of 
forest adjoining the Lamirigton National Park (Florence, 
1980). 
Despite active lobbying by the conservationists and 
brief interference by the Federal government, the 
decision on the issue lies with the State government. 
In arriving at this decision, "one might well ask 
whether the Government considered all the options avail- 
whether 
able to it," orAthe decision was mainly based on 
political grounds as commented by Florence (1980)(op. 
cit.) ; 
"The decision by the Government on the Border 
Ranges and other rainforest areas is a 
classic example of the way Government, no 
matter how motivated it may be to the cause 
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of environmental quality, is unable to 
reverse well established patterns of 
resource use which would produce a power-
ful political reaction at the local level." 
The Great Barrier Reef controversy involves the 
mining and exploring activities on the reef which 
threatened its conservation. The controversy started 
when the Queensland Department of Mines received appli-
cation to mine the central area of the Great Barrier 
Reef. Hearing of objections to the application was held 
at the local Mining Warden's Court. 
This event spurred immediate reactions from conser-
vation -.:-groups like the Wildlife Preservation Society 
of Queensland and Queensland Littoral Society. The 
latter sent a team of skin divers to examine the reefs 
in order to gather evidence before the hearing. The 
Director of the Australian Conservation Foundation at 
that time presented biological evidence based on his 
personal experience on the Reef. The hearing rejected 
the earlier application for mining. 
The State government did not stop at this stage. 
They brought in a United States Geological Survey expert 
to survey the Reef and advise on possible exploitation. 
The results of the survey present a blueprint for wide-
spread exploitation of the Reef. On the same day that 
the report of the survey was produced, the Queensland 
Littoral Society submitted a petition containing over 
10,000 signatures to the Queensland Parliament. The 
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objects of the petition were to call a ban on the 
drilling and mining operations and for the establishment 
of a national authority to manage the reef. A reply 
from the government on the petition was never heard. 
The State government went further with its inten-
tion to exploit the Reef when the Parliament passed 
joint legislation with the Commonwealth Parliament on 
offshore petroleum exploitation and extraction 
(Petroleum (Submerged Lands) Act of 1967). Unde± this 
legislation, several tenders were invited for oil 
exploration.. Forty groups of oil-search companies 
responded to the invitation. Shortly after tender 
submission, it was announced that oil drilling operation 
was to be carried out by "Japex", a Japanese oil explora-
tion company, under a joint agreement with an Australian 
company, Ampol Pty. Ltd. 
When, asked to comment on the drilling operation, 
the Australian Prime Minister, on a visit to Queensland, 
was reported to have said that he could do nothing to 
stop it despite his avowed intention of preserving the 
Great Barrier Reef as a national heritage. 
The drilling operation was supposed to have started 
in August, 1969, about three years after the controversy 
started. However, with the pressures from the Trade 
Union movement, the operation was suspended and an 
enquiry was instituted. The operation was impossible 
to carry out because the unions such as Transport 
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Workers, Waterside, Storemen, and Packers, imposed a 
total ban on all goods and services for the "Japex" 
oil-rig. 
Following this event, the Federal government 
started to intervene into the controversy. The Prime 
Minister:, welcomed the idea that a further inquiry 
should be held, despite the Queensland Premier's insis-
tence that no further investigation was required. Latei 
there was joint agreement for a Committee of Enquiry 
into Oil Drilling on the Great Barrier Reef which was 
later up-graded to Royal Commission status. 
Later, the Prime Minister agreed to pay all reason-
able expenses incurred by the conservation groups in 
making legal representation to the Royal Commission 
The report of the Royal Commission should be the 
turning point in the Great Barrier Reef controversy. 
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C. :.Canada 
1.0. Political, Social and Economic Background 
Canada is a federal state of ten independent 
provinces and two territories. The ten provinces are 
British Columbia, Alberta, Saskatchewan, Manitoba, 
Ontario, Quebec, Newfoundland, Prince Edward Island, 
Nova Scotia and New Brunswick. The Yukon and Northwest 
Territories are under the administration of the Federal 
government. 
The country had its foundation in an act of the 
British Parliament, the British North America Act (BNA), 
1867 . Initially the Act provided for the union of 
Ontario, Quebec, Nova. Scotia and New Brunswick under the 
name Canada. The other provinces joined the confedera-
tion at later dates; Manitoba and Northwest Territories 
(1870), British Columbia (1871), Prince Edward Island 
( 1 873), Yukon (1898), Alberta and Saskatchewan (1905), 
and Newfoundland (199). 
Among other things the BNA Act* deals with the 
division of power between Federal and Provincial 
governments. The Federal parliament has legislative 
powers over all subjects of general or common interest. 
Thus, section 91 of the BNA Act gives the Federal 
* The author refers to this Act in the discussion. 
There may be changes in the division of legislative 
power between the two levels of government with the 
introduction of the new constitution, contemporary 
with the writing of this dissertation. 
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parliament the exclusive authority over matters such as 
regulation of trade and commerce, defence, currency, 
raising money by any mode or system of taxation, postal 
services, navigation and shipping, weight and measures 
and criminal law. 
As provided by section 92 of the Act, the provinces 
have been assigned powers over local or particular inte-
rest. Among other things these include the management 
and sale of public lands and timber belonging to the 
province, municipal institutions, law relating to 
property and civil rights, and the power to legislate 
direct taxation within the province. Section 95 of the 
Act gives the Federal and Provincial governments concur-
rent powers over matters such as agriculture and immig-
ration but federal law prevails in cases where the laws 
of both levels of government are in conflict. 
Canada has a land area of approximately 915 million 
hectares. Of this vast area about 89 per cent has no 
permane1't settlement (Canada Year Book, 1980-81). As of 
July 1, 1979 the total population of the country was 
estimated at about 23.7 million, representing an in-
crease of about 0.8 per cent from the year before. In 
1976, at an average of about 0.25 persons per hectare, 
the population density in Canada was among the lowest 
in the world. The population is mainly concentrated in 
the regions like the lower Great. --Lakes - St. Lawrence 
Basin, the major cities like Toronto and Montreal and 
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the agricultural areas along the coast. However, more 
than 75 per cent of the population live in 'urban 
environment.' 
As suggested by Table 5-10, Canada's economy 
depends very much on its natural resources like petro-
leum, coal, iron and timber. These commodities and 
their products form the major components of the export 
trade. For example, in 1978 the value of exports of 
these categories of commodities formed more than 50 per 
cent of the total value of ex.ports. 
In terms of employment, of the total people 
employed by various industrial groups in 1978, about 7.3 
per cent was engaged in agriculture and other primary 
industries. The manufacturing industry was the biggest 
employer accounting for about 19.6 per cent of the total 
employment (Table 5-11). 
2.0. Forestry and Forest Industries Development 
in Canada 
2.1. Forestry Administration and Policy 
At the Federal level responsibility for major 
research and development activities concerning forestry 
are carried out by the Canadian Forestry Service of the 
Department of Environment. All these activities aim at 
"promoting the preservation, enhancement and wise use of 
a healthy, attractive and bountiful forest resource and 
terrestrial environment for the economic and social 
Table 5-10 
Domestic Exports* from Canada to all Countries, by Section and 
Selected Commodities, 1974-78 and Percentage of 1978 Total (million dollars) 
%of 
Section and commodity 	 1974 	1975r 	1976 	1977r 	1976 	1978 
total 
LIVE ANIMALS 90 83 134 151 214 0.4 
FOOD,FEED,BEVERAGES &TOBACCO 3,780 4,064 4 0 161 4,456 5,087 9.8 
Meat and fish 562r 615 794 1,015 1,414 2.7 
Wheat 2,065 2,023 1,732 1,882 1,913 3.7 
CRUDE MATERIALS, INEDIBLE 7,793 7,966 8,288 8,850 8,830 17.0 
Metal ores,conceritrate and 
scrap 2,376 2.241 2,512 2,730 2,403 4.6 
Crude petroleum 3 0 420 3,052 2 0 287 1,751 1,573 3.0 
Natural gas 494 1,092 1,616 2,028 2 0 190 4.2 
FABRICATED MATERIALS INEDIBLE 10,696 9,884 12 0 228 14 9 927 18,906 36.4 
Lumber 10291 973 1,649 2,387 3,229 6.2 
Wood pulp and similar pulp 1,889 1 9 834 2,186 2,158 2,181 4.2 
Newsprint paper 1,726 1,746 2,003 2,382 2,886 5.6 
Chemicals 985 1,030 1,385 1,739 2,357 4.5 
Petroleum and coal products 611 639 562 649 777 1.5 
Iron and steel 756 751 844 1,047 1,427 2.7 
cont... 
cont... 
Non-ferrous metals 	 2,005 	1,724 	2,171 	2,496 	3,255 	6.3 
END PRODUCTS INEDIBLE 9,237 10,473 12,711 15,231 18,766 36.2 
Industrial machinery 764 931 893 1,164 1,537 3.0 
Agricultural machinery and 
tractors 398 543 540 559 605 1.2 
Motor vehicles 3,742 4 0293 5 0 258 6,80.5 7,968 15.3 
Motor vehicle parts 1,975 2,139 2,967 3,619 4,479 8.6 
SPECIAL TRANSACTIONS-TRADE 80 79 130 68 116 0.2 
Total domestic exports 31,676 32,549 37,651 43,684 51,919 100.0 
Total re-exports 767 780 825 870 923 - 
Total, exports 32,442 33,328 38,475 44,554 52,842 - 
* Includes other commodities not listed. 
r Revised 




Canada - Employment by Industrial Groups, 1978 
Agriculture 	 473 
Other Primary Industries 	 258 
Manufacturing 	 1,956 
Construction 	 632 
Trade 	 1,738 
Transportation 	 857 
Finance, Insurance, Real 
Estate 	 546 
Service 	 2,808 
Public Administration 	 704 
TOTAL 	 9.972 




benefits of all Canadians" (Department of Environment, 
197k). 
Federal involvement, however, is not limited to the 
Canadian Forestry Service. There are other Federal 
government departments which have been given the 
mandates to regulate and assist the development of the 
forest and its industry. 
One of the most important of these departments is 
the Department of Regional Economic Expansion (DREE). 
This Department has assisted to finance Provincial 
forestry programmes and projects in order to reduce 
regional economic disparity (See Table 5-12). The 
Department of Industry, Trade and Commerce (ITC) is 
involved in promoting the growth and efficiency of the 
manufacturing and processing industries as well as regu-
lating the trade in timber products. The Department of 
Indian and Northern Affairs is responsible for the mana-
gement of the forest directly under Federal authority; 
forest in national parks, Indian reservations and in the 
Yukon and North-West Territories. The Departments of 
Agriculture, and Energy, Mines and Resources help to 
carry out research in the fields of horticulture and 
remote sensing respectively. 
At the Provincial level responsibility for forestry 
lies with the forestry service which is usually attached 
to a ministry concerned with the management of natural 
resources. The Provincial forest service is responsible 
Table 5-12 
Major Federal Expenditures Related to Forestry Sector by Department, 
(1978 -'79, 	1979 - 1 80) 
Estimated Expendi- Budgetted 
tures 1978-1979 1 979 - 1980 
($ millions) 
Regional Economic Expansion (DREE) 42.9 102.7 
Environment (DOE) 42.2 41.2 
Energy, Mines and Resources (EMR) 1.7 9.3 
Indian and Northern Affairs (DINA) 12.9 12.9 
Industry, Trade and Commerce (ITAC) 2.5 3.1 
Employment and Immigration (CEIC) 24.0 24.0 
Agriculture (CDA) 1.9 1.9 
Statistics Canada 0.5 0.5 
National Defence 0.5 0.5 
TOTAL 129.1 196.1 
Source* Forestry Service, Environment Canada (1979), 	"Federal Policy on the Canadian 
Forestry Sector." A discussion paper approved by the Cabinet Committee on 
Economic Development. 
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for all aspects of management and use of the forests 
within the province. 
Despite the immense importance of the forests and 
forest industry to the Canadian economy the country 
does not have a written national forest policy. As has 
been mentioned, forestry is a Provincial matter, and 
therefore each of the provinces can shape its own 
forest policy independently of each other. Since 
forestry plays different roles in the economy of the 
provinces, there are bound to be some...inconsistencies 
in the provincial forest policies. 
Similarly, at the Federal level different govern-
policies exist in the various areas of taxation, region-
al development, trade, transportation and environment. 
These policies are critical to the development of the 
forestry sector at the provincial level. 
The splitting of jurisdictional responsibility over 
forestry and forest industries between the governments 
creates a situation which makes the formulation of a 
national foreSt policy a difficult task. 
2.2. Forestry and Forest Industries in the .'National 
Economy of Canada 
2.2.1. Extent and Ownership of Forest Resource 
Forests form a pronr±nent cover of Canada's land 
area. They stretch-from the Atlantic to the Pacific 
Ocean, a distance of about 4,800 km., covering an area 
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of about 342 million hectares. This presents about 37 
per cent of the total land- area of the country. In 
contrast, agriculture occupies only about seven per cent 
of the total land area. Urban areas take up less than 
one per cent of the land area leaving the rest of the 
areas barren, or covered with scrub or rocks. 
Almost 79 per cent of the growing stock 
conifers with the rest of the forested areas filled up 
with hardwoods. These various species distribute them-
selves among eight fairly well divided forest regions. 
The Boreal Forest Region is the largest region occupying 
about 82 per cent of the total forested area. The other 
forest regions occupy the rest of the forested area in 
varying percentage; Great Lakes-St. Lawrence Region 
(6.5 per cent); Subalpine Forest Region (3.7 per cent); 
Montane Forest, Coast Forest and Acadian Forest Regions 
(6 per cent); Columbia Forest and Deciduous Forest 
Regions (1.8 per cent). The spruces are the most 
abundant conifers. 
According to the national forest inventory of 1976 
(Table 5-13), about 85 per cent of the total forested 
land is productive forest land available for growing and 
harvesting timber crops. More than 50 per cent of the 
productive forest land is in Quebec, Ontario and British 
Columbia. The total volume of standing timber obtained 
from the inventory was about 19 billion cubic metres and 
about 40 per cent of this volume is found in British 
Table 5-13 
Canada's Forest Inventory, 1976 
Province or - 
Territory 
Newfoundland 
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66 65 28 -- 36 482 185. 667 
614 435 397 -- 37 1,906 856 2,762 
570 570 515 6 49 29589 1,681 4,270 
257 251 245 1 5 410 163 573 
140 124 121 2 .. 274 185 459 
341 318 315 3 .. 939 592 1,531 
521 482 474 3 5 7,561 205 7,?66d 
219 219 ... 219 .. 214 39 253 
307 95 ... 95 .. 105 61 164 
3,41?e 2,934 2,432 329 170 15,202 4 ,079 19,281 
a. Land used primarily for forestry, capable of producing wood volume of 30m 3 per 




Productive forest land available for growing and harvesting forest crops. Excludes 
reserved forest land by law not available, as in national parks, some provincial parks, 
game refuges, water conservation areas, nature preserves and military areas. 
Volume of main tree stems in stands. 
Mature timber only. 
Includes 3,000km 2 in Prince Edward Island and 179,000km2 in Quebec-no data available. 
Includes volumes in Newfoundland, Quebec and Ontario- no species breakdowns available. 
not available 
not appropriate or not applicable 
-- too small to be expressed 




In Canada, the provinces own about 82 per cent of 
the productive forest land. The Federal government owns 
or administers about 11 per cent while the remaining 
productive forest area is in private ownership. All of 
the lands in the Yukon and North-West Territories are 
under the Federal government's administration because 
there are no Provincial governrnnts for these areas. 
Federal ownership of productive forest land within the 
provinces is only about 1.5 million hectares. These are 
lands in Indian Reserves, National Parks, Wildlife 
Reserves and Military Reserves. 
Most of the private forests are in the provinces of 
Ontario, Quebec, New Brunswick, and Nova Scotia. 
Although these forests form only about seven per cent of 
the productive forest, they provide more than 23 per 
cent of the country's wood fibre (Pollock, 1973). 
- 2.2.2. The forest industries 
The forest industry may have varying degrees of 
importance to the ten provinces but it is obviously a 
vital sector in the country's economy. The industry is 
an important foreign exchange earner and provides 
employment for a large percentage of the population. In 
1979 alone, the total exports of wood and paper commo-
dities amounted to about $12 billion, which was about 
19 per cent of the total value of commodity exports from 
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Canada ( En\riroñment Canada). 
The major components of the Canadian forest 
industry are the logging, sawmilling, plywood, and pulp 
and paper industries. The principal features of these 
industries for the year 1978 are shown in Table 5-14. 
As can be seen from the table the pulp and paper 
industries are the most important sub-group within the 
forest industry. Of the total value added of $ 9.8 
billion generated by the timber industry in 1978, about 
$.5 billion is attributable to the pulp and paper indus-
tries. The industries too had the biggest selling value 
of shipments of about $10 billion, almost 50 per cent of 
the total value of shipments of the forest industries. 
In 1978 the forest industry directly employed 
over 300,000 people who earned about $ 5.0 billion in 
wages. However, when the indirect and induced employ-
ment opportunities are considered, the forest industry 
may have an employment multiplier of about 3.0 (Reed, 
1980). That is, for every job created in the forest 
industry, two jobs will be created elsewhere in the 
economy. Therefore, the combined direct and indirect 
employment generated by the industry is almost one 
million. 
The performance of the forest industry has always 
been comparable with,if not better than, that of the 
other major resource industries (Table 5-15). In 1979, 
the net current account surplus of timber trade was 
Table 5-14 
Principal Statistics of the Forest Industry in Canada in 1978 
Paper and Allied Industries 
Pulp and paper mills 
Other paper and allied** 
TOTALS 
Value of 	Value 	 Total 	Salaries 
Shipments Added Employment and Wages 
.($.million) 	 ($million) 
4,046 	1,647 	54,819 	 973 
4,694 2,260 66,457 1,098 
844 406 14,067 222 
1,939 844 39,357 501 
7,477 3,550 119,881 1,821 
7,649 3,508 85,601 1,697 
2,548 1,057 41,190 585 
10,198 4 ,565 126,791 2,282 
* 
21 9 720 9,762 301,491 5,076 
Logging 
Wood Industries 
Sawmills and planing mills 
Veneer and plywood mills 
Other wood industries* 
includes: shingle mills; sash; door and other millwork; wooden box; coffin and casket 
and miscellaneous wood industries. 
** includes: asphalt roofing, paper box and plastic bag; and miscellaneous paper convertors. 
Sourcez Reed, F.L.C. (1980) Forest Management Expenditures in Canada Compared to Taxes 
Generated by the Forest Sector. Background Material for the Canadian 
Forest Congress,, Toronto. 
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Comparative Data on Five Major Resource Industries 
Forest- Fish- Agri- 
rear try ing culture Mining Fuels 
Principle Statistics* 
Employees 1977 1 	211 92 569 193. 48 
- 
	
1 000 1978 227 99 581e 191e 53 
Salaries and 
Wages 1977 3,549 391 4,982 3,434 930 
-$000,000 1978 4,031 518e 5,905e 3,699e 1084 
Value Added 1977 6,571 914 8,968 7,477 10567 
-$000,000 1978 7,889 1,263 10,031e  .9,606e 11986 
Balance of 1977 +6,974 +576 +1,384 +4,544 +565 
Trade* 1978 +8,409 +861 +1,578 +4,551 +413 
-$000,000 1979 +10,344 +981 +1,704 +4,536 +783 
Corporate Income Taxes** 
-$000,000 1977 188 1 22 327 931 
Federal. 1978 344 3 27 468 832 
Provinôial 1977 89 1 14 134 236 
1978 177 2 19 202 237 
Private and Public Investment** 
Capital Expenditures -$000,000 
Actual 1978 1,237 4,060 1,887 3218 
Actual Pre- 
liminary 1979 1,536 5,114 2,456 4252 
Intentions 1980 1,811 5,728 3,253 5764 
Repair Expenditures 
-$000,000 
Actual 1978 1,117 1,108 1,917 665 
Actual Pre- 
liminary 1979 1,222 1,289 2,126 757 
Intentions 1980 1,274 1,465 2,371 802 
e-- Estimated. 
*__ To the primary level of manufacture only. 
Includes secondary level of manufacture. 
Source: Canadian Forest Service, Environment Canada, 
Canada's Forest (19B0). 
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about $10.3 billion and this performance is well ahead of 
the other resource industries. The industry is about as 
important as the mining industry as a source of incOme 
tax to both the Provincial and FederaL governments. The 
total amount of investment in the industry in 1978 was 
not as much as the other industries but it presents a 
fair percentage of all investment in the manufacturing 
industries. 
3.0. Some Major Issues of Forestry and Forest Indus-. 
tries Development in Canada as a Result of 
- Federation 
The complications that have emerged in Canadian 
forestry and forest industries development due to union 
are probably too numerous to be discussed in this study. 
The problems with national forest policy have already 
been mentioned. The author intends to discuss other 
major issues; particularly those pertaining to forest 
policy coordination, Federal-Provincial cooperation and 
resource-use conflicts. 
3.1. Canadian Council of Resource and Environment 
Ministers (CCREM) 
In a federal state such as Canada where responsibi-
lity over natural resource administration is split 
between the Federal and Provincial governments, a 
mechanism has to be established to see that the Federal 
and Provincial interests are coordinated. 	This is in 
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fact the objective behind the establishment of CCREM. 
The Council owes its establishment to the Resources 
for Tomorrow Conference of 1961. The Conference was 
called in response to the need for improved legislative-
administrative organization relative to natural 
resources. Subsequently the Council was formed 'to 
permit examination of problems of resource use and of 
developing an organizational framework suited to the 
modern requirement for integrated, comprehensive land-
use planning for social and economic development' 
(Canada Year Book, 1967). 
The Council is a political organization composed of 
the representatives from the Federal and Provincial 
governments. It remains apart from Parliament and 
legislatures and serves as a vehicle for harmonizing 
different views and resolving disputes involving 
resource jurisdiction (Science Council of Canada, 1973). 
The Council pays attention to various issues of 
natural resource management which include pollution, 
outdoor recreation, water and forest resource management. 
As far as forestry is concerned, the Council plays an 
important part in trying to establish a forest policy at 
the national level. After reviewing the problems and 
issues of Canadian forestry in 1976, the Council 
embarked on a national forest policy development project 
in 1977. In the national forest policy project the 
Council was trying to establish "appropriate principles, 
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some workable targets and production strategies, and the 
mechanisms necessary to sustain forest policy-discus-
sions at the national level" (Nagle, 1978). 
On June 6, 1979 the Council endorsed in principle 
an inter-governmental task force report entitled "Forest 
Imperatives in Canada" as a basis for a forest policy 
(I 	CCREM, 	 1979). The report stressed that a 
national forest policy is needed as an expression of 
national will to overcome thee emerging problems in Cana-
dian forestry and to provide guidelines for harmonious 
development of public and private forestry programmes. 
Such problems include the shrinking in resource base, 
conflicts over "consumptive" and "non-consumptive" use 
of forest resource and varying standards of forestry 
practice and environmental safeguards. 
3.2. Federal-Provincial forestry agreements 
The Federal government of Canada has participated 
in several resource development programmes which accor-
ding to the Constitution are the Provincial governments' 
responsibility. The Federal government has been. giving 
financial assistance to the provinces to carry out 
their resource development projects. 
Richards (1965), examines the nature and effective-
ness of some of the major programmes, such as those 
under the Prairie Farm Rehabilitation Act (PFRA) of 1935, 
and the Agricultural Rehabilitation and Development Act 
(ARDA) of 1961, in the context of Canadian federalism. 
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He noted that the effectiveness and acceptance of such 
programmes by the provinces are conditioned by several 
factors. These include the recognition of the province 
as a regional separate entity, elasticity of programmes, 
absence of strong Federal control and permissiveness of 
relating legislation. 
The Federal-Provincial forestry agreements were 
based on the same principles as the other joint 
programmes in resource development (Beau, 1956). 
Federal government's financial contributions were inten-
ded to supplement Provincial expenditures and it was 
intended that the Federal government should claim no 
proprietary interest in any of the projects. The actual 
administration of the projects was the responsibility of 
the provinces. However, they had to adhere to certain 
general standards and specifications as provided by the 
agreements. 
The agreements owed their origins to the Canada 
Forestry Act of 1949 (Beau, 1956, op.cit.). Amongst 
other matters, the Act permitted the Federal government 
to enter into financial agreements with the provinces 
or forest owners. In the subsequent agreements which 
were executed in 1951 the Federal government paid one-
half of the cost to the provinces for completing and 
maintaining their forest inventories and one-fifth of 
the cost to the provinces of reasonable programmes of 
reforestation of Crown lands. 
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The Canada Forestry Act was replaced by the Depart-
merit of Forestry Act 1960 (Canada Year Book, 1967). 
Under the latter Act agreements were executed providing 
for federal financial support for programmes of forest 
inventories and reforestation, for the purpose of capi-
tal assets to be used in forest fire protection and for 
forest access and stand improvement projects. 
In 1966, the Federal government announced the ter-
mination of the Federal-Provincial forestry agreements. 
They were then allowed to expire, purpoDtediy  as an 
anti-inflationary measure (Moss, 1969). 
When the Department of Regional Economic Expansion 
was established in 1969,  several other forestry subsi-
diary agreements were signed by the Department and the 
provinces. As of April, 1980, Federal government - 
contributions accounted for about 60. per cent of the 
total cost of projects under the various agreements 
(DREE, 1980). 
3.3. Resource use conflicts 
Conflicts over resource use could arise in a fede-
ration even though the Federal and Provincial govern-
ments exercise their legitimate constitutional powers. 
In Canada, for example, while forestry is under the 
jurisdiction of Provincial governments, the Federal 
government has legislative control over fisheries. 
Interests sometimes overlap and may lead into 
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disagreements between the two governments. 
Moss (1969)(op. cit.), mentioned how the province 
of British Columbia came into disagreement with the 
Federal government when interest between forestry and 
fisheries overlapped. Under the Canadian "Fisheries 
Act", placing of chemicals or logging debris is prohi-
bited in waters frequented by fish. The Federal govern-
ment seeks the cooperation of the Provincial govern-
ment to control the chemicals from aerial spraying and 
log spraying for control of Ambrosia beetles from 
entering the rivers. Cooperation also exists in 
defining acceptable levels and kinds of effluent dis-
charged from pulp mills. However, a dispute arose in 
1966 when the Federal government prohibited 	the 
floating of logs down a river which is used by salmon 
for spawning. The Provincial government considered this 
move as against its right over forest resource and later 
approved the floating of logs pending further research 
into the effects. Subsequently the logs were floated 
"under conditions of public disagreement between the 
two governments." 
More often, a conflict arises when the Provincial 
government owns the resources while the Federal govern-
ment has legislative control over matters like taxation, 
interprovincial and international trade, and transporta-
tion. This division of legislative power is peculiar 
to a federation such as Canada. 
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So far, not all natural resources have been dis- - 
puted in Canada, as Gaffney (1975) writes, 
Certain kinds of natural resources have, 
by tacit convention, not been disputed. 
Thus British Columbia's right to raise 
rentals charged for use of its valuable 
falling water has not been challenged, 
nor its right to raise stumpage rates 
for provincially-owned timber, nor its 
right to control prices of wood chips 
sold in the province. Ottawa has, let 
these go by, even though they involve 
rents generated by natural resources 
on crown land. Minerals and hydrocar-
bons, on the other hand, are a zone 
of conflict." 
One of the most disputed issues on resource use in 
Canada in recent years was the Alberta's oil controversy. 
The author feels that provinces like British Columbia 
would adopt the same attitudes as ­` Alberta haS. done 
for her oil, if t1eirright over forest resources were 
challenged by the Federal government. 
Alberta is the leading' oil producing province in 
Canada, producing about 85 per cent of Canadian oil. 
Before the discovery of oil after the Second World War, 
the province was one of the poor provinces in Canada. 
Since oil plays an important part in the economy of 
Alberta, the Provincial' government's policy is to 
export the resource at a price which it judges to be 
optimum. The conflict arises when the Federal govern-
ment uses its power over trade and commerce to hold the 
prices down. 	 ' 
The crisis began to develop in the early 1970s as 
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the Federal government pushed to keep the price of oil 
from Alberta below world prices. In mid 1981 the price 
of Alberta oil was pushed to about $ 16.50 a barrel 
against a world price of about $38. The intention of 
the Federal government was to maintain industrial effec-
tiveness in manufacturing. 
The conflict came to a head when the Prime Minister 
announced the National Energy Programme. The programme 
called for an increase in Canadian ownership of oil and 
gas, laying more emphasis on conservation, substituting 
other fuels for oil and making Canada self-sufficient by 
1990 (Eglin, 1981). However, the price increases 	- 
announced by programme were not high enough to satisfy 
the Alberta government. Also, the programmes were 
devised to increase Federal taxes on oil extraction and 
exports. 
Earlier .  on May 6, 1974 the Federal government 
announced that provincial mineral royalties, were for 
the first time, made non-deductible in' calculating 
of 
taxable income.. This endingthe deductibility of royal- 
ties from federal corporate income tax was seen by the 
provinces as a direct challenge to their ownership 
rights. 
Alberta countered the Federal government's' announce-
merit with a scheme for cutting production. In 1981 the 
Provincial government ordered a 15 per cent cutback on 
1980 production levels and a freeze on new exploration 
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in the promising oil sands region. If the government 
proceeded with the cutting of production, Canada could 
be spending over $2 billion a year on importing half a 
million barrels a day to fill the gap;.. 
This dispute has hightened the argument over the 
reform of Canada's constitution. The Federal government 
had planned to amend the constitution in its favour to 
have greater control over the provincial energy 
resources. However, this attempt has failed. This is 
reflected in Article 92 A of The Constitution Act, 1982. 
This Article further strengthened the power of the 
Provincial governments in controlling the development, 
conservation and management of non-renewable natural 
resources and forestry resources. 
Indians claims to natural resource use. 
During the recent years, particularly after the 
introduction of the Government's 'White Paper on Indian 
Policy' in 1969, there have been unpreceed claims to 
natural resource use presented by various Indian groups 
throughout Canada (Indian Claims Commission, 1 975). 
These claims have put pressure on both: the Federal and 
Provincial governments. The Provincial governments can 
no longer neglect these claims in planning their manage-
ment practices. The Federal government, on the other 
hand, is directly involved in these activities because 
theyare legally responsible for Indian welfare. 
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In "the Reed Affair' controversy, for example, 
the issue became so politically contentious that it 
almost toppled the Ontario provincial government 
(Suffling and Michalenko, 1980). In this particular 
case the rights of the native Ojibwa people of north-
western Ontario. to use the treaty lands were actually 
and potentially threatened by aquatic mercury pollution 
and expanding forestry activities of the Reed Paper 
Company. - 
In opposing the expansion of the paper company, 
the Native organization prepared their own information 
base including research on forest management, native 
land use, the legality of the treaty and the socio-
economic effects of large northern forest management. 
Their campaign was supported by pressure groups such as 
the United Church of Canada, the Society of Friends, the 
Sierra Club, the Canadian Union of Pulp and Paper 
Workers and the Ontarion Public Interest Research Group. 
The pressure from the Native groups supported by the 
public induced the Ontario government to set up a Royal 
Commission on the Northern Environment to examine all 
aspects of the environment north of the 50 latitude 
in Ontario. 
The issue also focussed on the provincial forest 
policy. According to Sufflirig and Michaleriko (op. cit.) 
many researchers and analys-tsdoubt whether Ontario', 
forests are being managed on a sustained yield basis. 
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There have been other areas in Canada where native 
ôlaims have been presented. In July, 1972 the Union of 
British Columbia Indian Chiefs presented their 'Claim 
Based on Native Title (Indian Claims Commission, 
op. cit.). They declared that the native people must 
be compensated for the loss of their rights to the land 
throughout the whole of British Columbia, including the 
loss of subsurface , surface, riparian and foreshore 
rights. 
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D. Federal Republic of Nigeria 
1.0. Political, Social and Economic Background 
Nigeria became a federal country in October, 1954. 
It later achieved its independence from Britain when the 
Nigerian (Constitution) Order in Council, 1960 was 
passed on September 12, 1960. The country was declared 
a Republic on October 1st, 1963. 
When the federation was first formed, it was made 
up of five major components; the Northern, Eastern and 
Western Regions, the Federal Territory of Lagos and the 
quasi-Federal Territory of Southern Cameroons (now part 
of the United Republic of Cameroon). By May,. 1967 there 
were already twelve States in the Republic. Seven more 
States were created in 1976 bringing the total number of 
States to nineteen. The creation of these States by the 
military government was in response to problems such as 
the fear of domination of one Region by another and the 
consequent.threat of secession by the Regions from the 
federation. The creation of more States also helped to 
protect the interest of the minority groups within the 
population. 
The federal constitution of 1954 divided the legis-
lative powers of the governments into two lists; the 
Exclusive and Concurrent lists. Federal government 
shall have the exclusive right to legislate on matters 
in the Exclusive list. On matters in the Concurrent 
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list, power is shared between the two governments, how -
ever, federal laws will prevail in cases of inconsis-
tency. Residual power is given to the regional govern-
ments 
The Exclusive list contains matters such as 
aviation, banks, census, customs, defence, external 
affairs, immigration, police, shipping, mines and 
minerals, post and telegraphs, railways and trunk roads, 
trade and commerce between Nigeria and other countries 
and between the regions. Matters such as industrial 
development, insurance, labour, scientific and indust-
rial research, statistics and water power are contained 
in the Concurrent list. 
Forestry is not mentioned in either list. There-
fore legislative jurisdiction over forestry matters is 
the responsibility of the regional governments. Respon-
sibility over forestry research is shared between the 
two governments. However, the Federal government has 
exclusive control over non-renewable 'resources such as 
minerals. 
The Federal Republic of Nigeria has a total land 
area of about 92.3 million hectares. According to the 
National Census of 1963 the population of the country 
was estimated at about 55.7 million. The population has 
been growing at an annual rate of about 2.5 per cent 
(Fed. Mm. of Inform., 1979). The population is 
unevenly distributed throughout the country (Table 5-16). 
Table 5-16 
Area and Population of the Twelve States ( 1963 census) 
State Area Population Population Density 
(sq km) 0000) (per sq. km ) 
Lagos 3,580 1,443 403 
Western 75,30 9,488 126 
Midwestern 38,650 2,536 66 
Kwara 74,260 2,399 32 
North Western 168,720 5,734 34 
North Central 70,210 3,878 55 
Kano 43,070 5,775 134 
North Eastern 272,010 7,793 29 
Benue-Plateau. 101,540 4,230 42 
East Central 29,910 7,469 250 
South Eastern 28,360 3,381 11.9 
Rivers 18,090 1,545 89 
Totals 	 923,770 	55,671 
Sources Iloeje, N.P. (1965) 	A New Geography of Nigeria 





While the average population density for the country was 
about 60 persons per square kin, in some States like 
Lagos and East-Central the population densities were 
very much higher. 
The country is rich in mineral resources such as 
petroleum, tin, coal and iron ore. Despite the availa-
bility of these resources, the economy of the country 
depends more on the performance of the primary sectors 
such as agriculture, livestock, forestry and fishing. 
The contributions of these four sectors combined formed 
about 23 per cent of the country's Gross Domestic 
Product in 1981 (Table 5-17). This performance was only 
exceeded by the wholesale and retail trade sectors. The 
mining and quarrying industries, however, seemed to be 
a promising economic sector. 
Table 5-17 
Nigeria: Distribution of Gross Domestic Product at 
Current Factor Cost, 1981 
Sectors 
	 Percentage 
Agriculture, Livestock 23.34 
Forestry and Fishing 
Wholesale and Retail Trade 24.05 
Mining and Quarrying 20.71 
Building and Construction 9.21 
Manufacturing 6.09 
Other Sectors 16.60 
Source: Federal Office of Statistics (1982). Nigerian 
GDP and Allied Macro-Aggregate, 1973-1981. 
Vol. 1 No. 1 
2414. 
In terms of employment, about 80 per cent of the 
working population in the country is engaged in the 
production of agricultural products; they are also 
involved in fishing, animal husbandary and timber 
production (Fed. Mm. of Inform.)(op. cit.). 
Nigeria's principal export products include crude 
petroleum, cocoa beans and palm products (Table 5-18). 
The table clearly shows the dominance of crude petroleum 
in the export trade. During the period 1974-1978, the 
value of export of petroleum formed, on the average, 
about 92.4 per cent of the total value of exports from 
the country. The table also shows the insignificant 
contribution of the forest products in the export trade. 
2.0. Forestry and Forest Industry Development in 
Nigeria 
2.1. Forestry Administration and Policy 
At the Federal level there are two main organiza-
tions responsible for forestry policy. The Federal 
Department of Forest Research, established in 1953, is 
responsible for research and technical staff training. 
In 1970 the Federal Department of Forestry was created 
within the Federal Ministry of Agriculture and Natural 
Resources. This new department would - 'advise the 
Federal government on forest development throughout the 
country, act as an advisory and liaison body to Nigerian 
States and provide development services at Federal and 
1974 1975  1976 1977 1978 
Percentage of Total Export. 
o.4 
3.2 	4.2 	4.9 	6.9 
92.8 92.8 93.8 92.8 89.9 
1.1 0.7 0.5 0.4 0.4 
0.6 0.3 0.2 0.2 0.2 
- - - 0.1 0.1 
0.5 0.4 0.2 0.3 0.3 
0.2 0.1 0.1 0.1 - 
- 
- 0.1 0.1 - 
0.2 0.1 - - - 
99.0 98.6 98.5 98.9 98.7 
1.0 1.4 1.5 1.1 2.2 
100.0 100.0 100.0 100.0 100.0 
Table 5-18 
Nigerias Export Value of Important Products, 1974-1978 
Commodity 1974 1975 1976 1977 1978 
Value in (N million) 
Groundnut & 
Products 23.0 0.8 3,6 1.0 - 
Cocoa and Cocoa 
Products 185.9 205.9 .242.8 372.3 432.2 
Crude Petroleum 5,365.7 4563.1 6,321.5 7,072.8 5,671.0 
Palm and Palm 
Products 67.7 31.6 32.6 37.4 24.0 
Rubber 33.2 15.2 14.4 11.5 12.5 
Cotton and 
Cotton seeds 0.9 - - 10.3 5.8 
Tin Metal 26.5 20.4 15.5 19.4 17.8 
Hides and Skins 10.6 6.8 6.8 5.7 2.7 
Coffee 0.1 1.1 5.4 4.7 1.8 
Timber and Plywood 	14.0 4.8 1.4 0.5 - 
Total Major 
Export 5,727.6 4,849.7 6,639.5 7,535.6 6,167.8 
Other Commodities .66.3 70.5 104.2 86.1 . 	 140.7 
Total Domestic 
Export 5,783.9 4,920.2 6,743.7 7,621.7 6,308.5 
Sources Fed. Office of Stats. (1982) Review of External Trade, 1978. Printing Unit, 
Fed. Office of Stats. Lagos. 
U' 
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inter-State level' (Forest Department, 1974). 
Each of the Nigerian States has its own forest 
service. The Western State is the only State that 
possesses a forestry commission (Adeyoju, 1975). 
In the past, policy statements regarding the use 
of the country's forest resource have been presented 
both by the Federal and Regional governments. The 
Federal Forestry Department reported that a new forest 
policy at the Federal level had been drafted in response 
to the changed socio-economic conditions of the country. 
The new policy recognizes the importance of the forestry 
sector 'in providing raw material for Nigeria's indust- 
rial expansion and in developing employment opportuni-
ties in rural areas.' In other words, the Federal 
government accepts the fact that forestry could play a 
part in improving the socio-economic situation of the 
country. 
The States (regions) have also produced their 
own forest policy statements. Adeyoju (1971) noted 
there exist variations in objectives among the States' 
forest policies. For example, the Western and Mid-
western States forest policy emphasizes production to 
cater for local demads. The Eastern States, on the 
other hand, recognize the current concept of multiple 
forest land use with emphasis on forest recreation. 
The Northern States have only a 'White Paper' on forest 
policy. Their main focus is on timber and firewood 
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production, after having considered the need for live-
stock grazing. 
Therefore, Nigeria does not have a formal national 
forest policy. The varied social and economic struc. 
tures found in the country, as reflected by the 
different forest policy objectives of the States, must 
have rendered a formal policy undesirable. 
2.2. Forestry Sector in the National Economy of Nigeria 
2.2.1. Forest estate 
Generally, the forests of Nigeria are of two types; 
the tropical rain forest in the south and the savanna 
which occurs in the northern two-thirds area of the 
country. For purposes of management the forests are 
classified into forest reserves and non-forest reserves. 
The forest reserves form the permanent forest estate for 
the timber industry. Timber production from the areas 
outside the forest estate is not subject to strict 
control by the forest service. However, these areas 
provide for about 50 per cent of the timber supply in 
the country (Fed. Mm. of Inform., 1978-79). 
In 1974 the forest estate formed about 10 per cent 
of the total land area of the country (Fed. For. Dep., 
1974). About 78 per cent of the forest estate was 
formed by the savanna. The distribution of this forest 
estate in 1968 is as shown in Table 5-19. The data 
show that about 90 per cent of the high forest estate 
Table 5-19 
Nigeria: State Distribution of Forest Area (1968) 
Territorial 	Land Area 	High Forests 	Total forest 	Population 
















2,991,000 35,500 399000 7 9 469 
35,800 1,500 2,000 1,443 
3,865,000 485,500 5529750 2,536 
1,809,000 - - 1,545 
2,836,000 594,250 619,000 3,381 
7,537,000 574,000 1,225,250 9,488 
430,700 - 210,250 5,775 
742,600 91,250 1,060,500 2,399 
702,100 11,000 926,500 3,878 
27,201,000 7,750 1,558,250 79793 
10,154 ,000 13,500 400,000 4,230 
16,872,000 6,250 2,328,000 5,734 
92,377,000 1,820,500 8,951,500 55,671 
Source: Adeyoju, S.K. (1974) "Forest Resources of Nigeria," Comm. For. Rev. 
53(2): 99-119. 
Iloeje, N.P. 	(195) op. cit. 
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is found in the southern States of Midwestern, South-
East and Western. On the other hand, about 89 per cent 
of the unproductive savanna is found in the northern 
States. 
The forest estate belongs to the State governments 
and is normally leased out to timber concessionnaires 
for exploitation. 
2.2.2. The Timber Industry 
Traditionally, timber in the form of log has 
principally been the main forest product exported from 
the country. However, with the log export ban regula-
tion being progressively imposed by the Federal govern-
ment that picture has almost changed. Timber is now 
locally processed by various types of wood processing 
industries. 
The major components of Nigeria's wood processing 
industry are the sawmilling, wooden fixtures and furni-
ture manufacturing, paper board and paper products 
industries. The principal features of these industries 
as in 1975 are shown in Table 5-20. 
As indicated by the table the sawrnilling industry 
is the most important sub-group within the wood-based 
industry. In 1975, it employed the largest number of 
people and contributed about 32 per cent to the total 
value added generated by the wood-based industry. The 
wooden fixtures and furniture-making industries are next 
S 
Table 5-20 
Nigerias Principal Features of the Wood-Based Industries, 1975 
Industry 	 Number of 	Number of 	 Wages 	Value added 
establishment 	people employed 	 (N '000) 
Sawmilling 	 139 	 12,114 	 9,711 	22,097 
Other wood and cork 
products 	 11 	 1,616 	 1,671 	8,737 
Wood fixtures and 
furnitures 	 126 	 7,787 	 5,603 	13,2 4 3 
Containers, boxes of 
paper board and 
paper board 	 14 	 2,121 	 3,601 	139397 
Paper products 	 11 	 2,993 	 5,218 	11,384 
Total 	 301 	 26,631 	 25,804 	68,858 
Sources Fed. Office of Stats. (1982) Industrial Survey of Nigeria, 1975-1978. 





As a whole, in 1975 the wood-based industry 
employed about 11 per cent of the total labour in the 
manufacturing sector, and generated about 5.8 per cent 
of the total value added attributable to the manufactu-
ring industry. 
Another important aspect related to the timber 
industry is the fact that there is a large amount of 
inter-regional trade in the country. This is probably 
one of the consequences of the ban on log exports 1 
imposed by the Federal government. Most of the timber 
used in Northern States is derived from the forests in 
the south. The Federal Department of Forestry (197 1+) 
(op. cit.), reported that this "increasing in demand has 
resulted in the use of wider range of species and in the 
use of low-grade or small-sized logs which were formerly 
rejected. This necessitated changes in the timber - 
industry, which is still geared to saving large-sized 
logs from natural forest." 
3.0. Some Forestry Issues in Nigerian Confederation 
In his study of the Nigerian forestry sector in the 
context of the national economy, Adeyoju (1975)(op. cit.) 
mentions one or two issues which the author feels 
are attributable to the federal nature of the country. 
One of these issues is generally concerned with the 
problems of forest policy while the other deals speci-
fically with the redistribution of the revenue collected 
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by the Federal government from export duties of timber 
products. Elsewhere Oseni (1972), had highlighted the 
problem of forestry research consequent to confederation 
These issues will be mentioned in the following 
paragraphs. 
3.1. Forestry Research 
Consequent to confederation, power to carry out 
research is shared between the Federal and Regional 
governments. The Regional governments could undertake 
forestry research on their own if they desired. A 
Forestry Technical Committee was created within the 
Council of Natural Resources to scrutinise the research 
programme of the Department of Forestry. Later, this 
committee which comprised the Director and the Chief 
Conservators of the then Regions of Nigeria, coordinated 
forestry activity as well. 
In carrying out its research programme the Federal 
Department of Forest Research then drew its staff from 
the professionally trained foresters hitherto engaged in 
forest management. Forest management has constitu-: 
tionally been the responsibility of the Regional govern-
ments. 
Later, a situation developed when the regions were 
not able to finance long-term forest research but could 
only undertake short-term ad hoc investigations while 
providing land and cooperation to the Department of 
Forest Research to carry out long-term research. 
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When the twelve states were created in 1967, the 
research programmes of the States suffered another set-
back. They were even less capable to undertake research 
than the Regions because of lack of trained manpower and 
the shortage of funds even for development work. This 
situation created an opportunity for the Federal govern -
merit to enhance its importance in forestry matters. 
Later, this materialised when the Federal Department 
split into the Federal Department of Forest Research and 
Federal Department of Forestry. 
The Federal Department of Forestry is responsible 
for advising the Federal government on forestry matters, 
for national forest policy and for federal finance and 
assistance for forestry. The Research Department 
retained its former role. 
3.2. Problems With Forest Policy 
The problems of forest policy in Nigeria are rela-
ted to the federal nature of the country. When the 
Federal Constitution was adopted in 1954, a concept of 
regionalization was introduced. This made the States 
(Regions) independent of each other in matters which 
are exclusively their responsibility; this includes 
forestry. The States then had to enunciate their own 
forest policy. The States differ from one another 
particularly in terms of resource availability and popu-
lation density. 
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The southern States produce the bulk of the timber 
requirements, both for export and home consumption while 
the northern States consist mainly of savanna areas in 
which firewood and poles represent the major wood 
products. In terms of population distribution, on the 
average, the Southern States are more densely populated 
than the northern States. In such circumstances, the 
various States or Regions may differ from one another 
in forest policy objectives. 
The forest policies of the regions then not only 
differ from one another but also deviate from the gene-
ral pattern of the national economy. As commented by 
Adeyoju (1971b), the forest policies of the regions are 
"rather like the bough of a tree, connected to the 
parent at the trunk, but thereafter growing and:. 
poliferating in whatever direction it could find space." 
3.3. Timber Export Duties 
In Nigeria, three group of forest products are 
included in the Federal government list of dut iable 
export products. These are timber, animals, birds, 
reptiles and fur skins. The revenuecollected from 
these export duties are not only important to the Fede-
ral government but also to the State governments. This 
is because consequent upon confederation a composite 
principle of allocation was adopted for the share of 
federally collected revenue.' Therefore each of the 
255 
States received a proportion of the timber export duties, 
A problem then emerged when the States, like the Western 
and Midwestern, did not get a fair share which was 
proportional to the predominant contributions of their 
forests. Subsequently, in 1959 a 'principle of deriva-
tion in revenue collection' was developed to ensure 
that such States would get a proportionate amount of 
export duties. 
- After the adoption of the principle of derivation 
in revenue collection, another problem arose with the 
creation of the Midwestern States in 1963. There have 
been misgivings on the proportion of timber export 
duties creditable to the States. This is because all 
revenues collected from logs and lumber export from 
Sapele (in Midwestern State) were being paid to the 
Midwestern authorities despite the fact that at least 
25 per cent of the timber shipped from Sapele originated 
from the Western State (Region). The Western State 
authorities negotiated with the Federal Ministry of 
Finance to introduce a new Customs Declaration Form 
emphasising the source of timber exports. This negotia-
tion was successful and the new Form was introduced in 
1971. 
CHAPTER VI 
CONCLUSION AND RECOMMENDATIONS 
This final chapter is divided into two sections. 
The first section briefly summarizes the forestry 
experiences of the federations other than Malaysia. 
In the second section, in the form of "final recommen-
dations" the author discusses some of the lessons 
which the experiences of the other federations could 
provide to Malaysian forestry. 
6.1. Federal Republic of Germany. 
The Federal Republic of Germany has a long histo-
ry of forest exploitation and management. By 1974, 
only about 29 per cent of the total land area is 
covered with forests and forest industry plays a rela-
tively minor role in the national economy. Neverthe-
less, the country has a well accepted forestry policy 
as expressed by the Federal Forest Law which was 
enacted by the Federal government in 1975. and which 
is the culmination of a long period (at least 150 
years) of effective forest management and the conso-
lidation of early statutes. In the Federal Republic 
of Germany forestry has been constitutionally the 
responsibility of the Lander governments. The 1975 
statute is, in effect, a framework law within - which 
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the Lander governments should regulate their own 
legislation. From the aims of the 1975 Law, it can 
be concluded that the Federal and Lander governments 
have agreed that forestry should be promoted, the 
wood laridshouldbe conserved, extended and properly 
ma.naged and that there should be a balance between 
the interest that forest owners have in their proper-
ties and the approach of the public to forests 
(e.g. control of forest destruction, promotion of 
management for sustained yield, wildlife conservation, 
public access, etc.). This appears to offer an 
'intere'sting and useful example of constitutional 
compromise between the levels of government in a 
country with a federal structure. 
The Federal and Lander governments have also 
cooperated in promoting the development of the forest 
resource by giving assistance in the form of subsi-
dies to private forest owners. Assistance is given 
for works such as afforestation of uncultivated land, 
waste land and agricultural land of marginal produc-
tivity. The Federal government contributes about 
60 per cent of the total cost of subsidies which are 
non-repayable. 
Besides the basic legal instrument, the Federal 
Forest Law, which seeks to harmonize the forestry 
interests of the Lander governments and the private 
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sector throughout Germany, some voluntary mechanisms 
exist to regulate forestry. Such a mechanism is 
provided by the German Forestry Council which has 
played a very important role in influencing the fores-
try policy of the country. 
Over the years, however, within its own sphere 
of responsibility, some decisions made by the Federal 
government have not been favourable to the welfare of 
the wood industry. One such decision was the estab-
lishment of an open market for wood. which resulted, 
inter alia, in the decline of prices for local timbers 
such as beech, used as mine props and pulpwood. 
Although the Federal government is committed to they 
assistance and promotion of forestry, it may act in a 
conflicting way in a matter of detail or in another 
sphere. 
6.2.. Australia 
The Commonwealth of Australia, which was formed 
in 1901, has experienced massive deforestation. As a 
result only about 5 per cent of the country's total 
land area is left covered with closed forests and about 
8.5 per cent covered with woodland. The country has 
no formal national forestry policy. However, attempts 
have been made very recently to see that the forestry 
interests of the States are being coordinated presum-
ably in direct response to the forest destruction and 
256c 
to a recognition of the dangers of uncoordination in 
the forestry sector. One product of collaboration is 
the establishment of the Australian Forestry Council. 
The Council, which is composed of the Ministers of 
Forestry from each of the States and from the Federal 
government and is assisted by a Standing Committee, 
provides the means for the mutual exchange of informa-
tion and views between the States and Federal govern-
ments over the broad field of forestry and forest 
industries. 
Australia does have a national policy on softwood 
timber production, which is reflected by the Softwood 
Forestry Agreements Acts. These Acts are good examples 
of planned collaboration between the governments in a 
federation; their target is the establishment of about 
1.2 million hectares of softwood plantation by the year 
2000. Under these Acts, the Federal government 
provides financial assistance in the form of loans to 
the qtates for additional planting of softwoods. The 
assistance covers the works of land clearing, road 
making, tending the crops and, where necessary, .the 
acquisition of land. The successfull implementation of 
the Acts, however, requires the proper coordination of 
efforts and information between the States and Federal 
governments. 
In Australia, several problems that adversely 
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affect forestry development have arisen due to the 
failure to coordinate between the Federal and State 
governments on matters such as timber licensing policy, 
transportation and taxation. In 1961, the Federal 
government imposed a credit squeeze which depressed the 
building industry. This forced timber merchants to 
dispose of their large stocks of timber which had been 
purchased earlier when the Federal government had 
abruptly announced the abolition of its timber import 
licensing. In the field of transportation, the 
:chargirig of a Coordination Tax by the States on timber 
transported within a State causes. the distortion of 
natural markets because timber is induced to flow from 
closer natural markets to a more distant one. 
Difficulties are then encountered in calculating log 
royalties because an allowance for transport is a 
major component used in stumpage valuation. The 
structure of company taxation in Australia is such that 
the paper companies pay 5 to 30 times as much to the 
Federal government in tax as they pay to the States 
for wood. For this reason, it is sometimes difficult 
to encourage the States to grow the wood and the 
companies to process it, thus creating a conflict of 
interest between Federal and State governments. 
Conflicts in natural resource use may occur in 
any country. However, when they occur in a federal 
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country such as Australia, as in the Border Ranges and 
Great Barrier Reef controversies, the decision-making 
process may be more complicated than in a unitary 
country, This is because, although the States own 
these resources, the Federal government's jurisdiction 
may extend into matters indirectly related to their 
deyelqpment. As a result, the Federal government may 
interfere in the decision-making process, which might 
seem to be normally reserved for the State government. 
6.3. Canada 
The forestry sector plays a very important role in 
the economy, of Canada. The forest industry is an 
important foreign exchange earner and employs a large 
section of the population. The forests which occupy 
about 37 per cent of the total land area of the country 
are mainly owned by the Provinces. Despite the immense 
importance of the forestry sector to Canada's economy, 
the country does not have a written national forestry 
policy, apparently because of the fact of provincial 
proprietorship and the constitutional reservation of 
provincial interest. The splitting of jurisdictional 
responsibility over forestry and the forest industry 
between the Federal and Provincial governments creates 
a situation which makes the formulation of a national 
forestry policy a formidable task. 
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In an attempt to coordinate the policies of the 
Federal and Provincial governments on natural resource 
use, forestry included, the Canadian Council of 
Resource and Environment Ministers was established. 
The Council, which is made up of representatives from 
the Federal and Provincial governments, was formed to 
permit examination of national problems of resource use, 
The Council embarked on a national forest policy 
project in 1977. As a basis for national forestry 
policy the Council has endorsed in principle an inter-
governmental task force report entitled "Forest Impera-
tives in Canada". The report stresses the need to 
overcome the emerging problems such as the shrinking 
resource base, conflicts over 'consumptive' and 'non-
consumpti ve  use of forest resources and varying stan-
dards of forestry practice and environmental safeguards. 
Although the Provincial governments own the natu-
ral resources, the Federal government is actively - 
involved in their development programmes. The Federal 
government provides financial assistance to the 
Provinces to carry out their resource development 
projects. This involvement, however, is conditioned 
by several factors such as the recognition of each 
Province as a separate regional entity and the absence 
of strong federal control in the working of the 
projects. In the case of forestry, under the 
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Federal-Provincial Forestry Agreements, it is agreed 
that the Federal government's financial assistance 
should supplement provincial expenditures and that the 
Federal government should claim no proprietary interest 
in the projects. Among the measures that receive assis-
tance are forest inventories and reforestation. 
Natural resource development in a federal country 
like Canada is not withput its conflicts. One of 
Canada's most controversial issues on natural resource 
use is that of Alberta's oil. Although Alberta owns 
the oil resource, the Federal government has jurisdic-
tion over interprovincial and international trade. 
When Alberta tried to sell her oil at a price which the 
Alberta government judged to be optimum, the Federal 
government made use of its power over trade to hold the 
price down in order to safeguard the welfare of the 
manufacturing industries elsewhere in Canada. This 
spurred immediate reaction from the Alberta government 
by cutting down its oil production. 
Another important development in natural resource 
use in Canada is the unprecedented claims presented by 
various Indian groups throughout the country. The 
Provincial governments have now to take this factor 
into consideration in pursuing their natural resource 
use policy. In one particular issue which also 
focussed on the provincial forestry policy, the issue 
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became so politically contentious that it almost 
toppled the Ontario Provincial government. The issue 
involyed the Ojibwa people who claimed that their 
rights to use the treaty lands were threatened by 
aquatic mercury pollution from the Reed Paper Company. 
L 	Nigeria 
Nigeria is an emerging federation. Despite its 
young age only some 26 years, the country has 
experienced deep disturbances including the civil war. 
In part, at least, the instability since independence 
can be attributed to imbalance between Federal and 
State governments particularly in respect of natural 
resources. With few States in the federation, and 
States being of very different size and influence, 
the imbalance was acute. Following the civil war 
more States were created • In 1974, the forest 
estate formed only about 10 per cent of the total land 
area of the country, with about 80 per cent of this 
forest area made up of savanna. The small percentage 
of productive high forest is mainly found in the 
southern States of the country. 
Forestry policies have been presented both by the 
Federal and State governments. The policy objectives 
of the State.s not only differ from one another but in 
some instances also from those of the Federal govern-
ment's policy. These policy objectives reflect the 
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forestry and socio-economic situations of the States 
(and of the Regions under the former colonial consti-
tution..). Thus, the country does not have an accepted 
national forestry policy,, 
The creation of more States in Nigeria has: 
caused a major setback in forestry development, parti-
cularly in 	field of forestry research. Upon 
cqnfederatio,ri, research was made a concurrent subject 
and therefore the Regions could undertake their own 
research if they wished. Later, a situation developed 
when the Regions were not able to finance long-term 
forestry research but could only provide land and 
cooperation for the Federal Department of Forest 
Research to carry out long-term research. On achie-
ving independence the newly created States were even 
less capable of undertaking research than the Regions 
had been because of a lack of finance and also of 
trained manpower. This situation enhanced the impor-
tance of the Federal government in the field of 
forestry research. 
Besides the forestry policy and research issues, 
Nigeria has experienced some problems in the distribu-
tion to the States of timber export duties. A few 
States complained that they did not get a fair share 
of the duties proportional to the predominant contribu-
tion of their forests. The problem was solved with the 
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adoption of a.system whereby such States would get a 
proportionate amount of export duties. 
With the increase in number of States, and a 
reduction in their average size, problems have arisen 
wherq an industrial forestry development has been 
promoted requiring timber resource greater than those 
commanded by a §ingle State. For example, Nigeria is 
now seeking to build pulpmills each of which will 
require timber to be produced in and supplied from 
several States. A new vital role for the small Federal 
Forestry Department is the task of persuading State 
goverrments which regard themselves as having complete 
jurisdiction over forestry to collaborate in supplying 
timber across State boundaries for industrial develop-
ment. The problems which have arisen in respect of 
supply from a. number of Nigerian States to new industrial 
developments may offer an important lesson to Malaysia in 
respect of its smaller States. 
What thee are the lessons for future developments 
in Malaysis in the light of this study 
2Sk 
Recommendations 
The study has been undertaken with two main 
objectives. First, it is an attempt to review some of 
the forestry and forest industry issues that have 
emerged in countries with federal constitutions and to 
enquire into the extent that these issues are attribu-
table to the federal nature of these countries or, more 
specifically, to the division of power upon confederation. 
For this purpose the forestry experiences of Malaysia, 
Federal Republic of Germany, Australia, Canada and 
Federal Republic of Nigeria have been reviewed. The 
second objective has been to find out if any of the 
experiences of the federations other than Malaysia 
could offer some lessons to Malaysianforestry. 
On the Malaysian experience, it was quite evident 
that the forests have suffered the consequences of the 
division of power between the Federal and State govern-
ments. The forests are the only natural resources that 
could give the States revenue to finance their develop-
ment programmes. Revenue from other natural resources 
such as petroleum and tin mainly accrue to the Federal 
government. This being so, it has been the unwritten 
policy of the State governments to look at the potential 
of the forests to provide short-term revenue only, 
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without giving adequate attention to the long-term 
socio-economic potential. The Federal government, on 
the other hand, appropriately with its power and respon-
sibility, has given much attention to its efforts to 
promote and develop the wood-based industries and not 
so much to its efforts to ensure the continued existence 
of the resource themselves. Thus, there...have.been: what 
could be called 'State interests' and 'Federal interests' 
4 
	 in the forestry sector development. At times, however, 
these interests overlapped, as in the Endau-Rompin 
controversy, and naturally conflict arises. 
The study has also demonstrated that certain issues 
have emerged in the other countries as a result of 
federation. Depending on several factors such as the 
relative importance of the forestry sector to the 
country's economy, the structure of forest ownership, 
the degree of the dependence of the regional unit of 
the country on the federal government (for example on 
finance matters) and the overall socio-economic condi-
tions of the country, the experience of one country is 
bound to differ from the other. The author feels that 
the experinces of these countries could offer some 
lessons to Malaysian forestry. 
The issues that have emerged in the Other federa-
tions have been of two different kinds; they either 
present 'a conflict' or 'a compromise' between the 
governments within each federation. On the issues of 
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the former type it would be a useful lesson learned if 
Malaysia were not to repeat the mistakes that were made 
in these federations. For example, the lack of coordi-
nation between the regional and federal governments in 
some of these countries on important matters such as the 
import of timber, transportation, taxation and research 
has created situations unfavourable to the development 
of the forestry sector. In Malaysia, the potential for 
conflict exists,. as happenëdin Canada. .'At -.the moment, 
as far as sale of timber is concerned, Sabah is treating 
the other States of Malaysia just like any foreign 
country such as Korea or Japan. The experiences of 
Canada should be a lesson for Malaysia to take the 
necessary steps before conflict breaks out. 
It is even more important for Malaysia to learn 
the type of compromise that have been reached between 
the governments of each country in an effort to safe-
guard the development of the forestry sector. Examples' 
of such compromise can be found in the Australian Soft-
wood Forestry Agreements Acts, the Federal-Provincial 
Forestry Agreements in Canada and the joint responsibi-
lity of the Federal and Lander governments in Germany 
in financing non-State forests. This type of compromise 
has not been established in Malaysia. However, there 
are tasks which could be tackled by the joint effort of 
the Federal and State governments. An example of such 
a task is the reforestation of backlogged areas. The 
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conditions and workings of the agreements mentioned 
above could be studied and amended wherever necessary 
to suit the Malaysian conditions. 
Malaysia could also learn from the ways by which 
the separate interests of the regions have been coordi-
nated in these countries. The past achievements of the 
Australian Forestry Council indicate that the objectives 
of its establishment and its workings have been well 
received by the Australian States. A study of the objec-
tives and the workings of this Council should be of 
interest to the Malaysian Forestry Council. The workings 
of the Canadian Council of - Resource and Environment 
Ministers too give some guidelines as to how a coordina-
ting body should operate.. 
In Malaysia there has yet to be a national forest 
law to harmonize the existing forest legislations of the 
State governments. Although attempts have been made in 
the past to create one, no success has been achieved. 
The author is of the opinion that a national forest law 
formulated along the same lines as the German's Federal 
Forest Law could be worked out and might receive accep-
tance of the State governments. This is because the 
Federal Forest Law of the Federal Republic of Germany 
is a framework law and it gives a considerable amount of 
freedom to the States to enact their own forest laws 
although the objectives of the State forest laws must 
lie within the broad objectives, specified by the Federal 
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Forest Law. If such a law were promulgated in Malaysia 
the State governments would not feel that they were 
being deprived of their rights to legislate on forestry 
matters. 
The study has been based mainly on published 
information and therefore it may not present a complete 
picture of the actual dilemma of forestry sector develop-
mentfin countries with federal constitutions. However, 
the study has clearly revealed to the author that the 
federal constitution imposes an important constraint 
which must not be overlooked by the foresters in plan::-
ning the development of the forestry sector. This 
political constraint may sometimes upset the ideals 
that foresters have learnt to establish. 
In the event of a conflict between the federal and 
regional governments on natural resource use, both 
parties must recognise that the conflict should be 
resolved. The failure to do so may well lead to the 
destruction of the resource, which each party is seeking 
to use and develop, and neither party in the long term 
benefits by destroying. This suggests that it might be 
desirable for the two levels of government to agree on 
a legislation that would provide f or some form of 
resource conservation monitoring. The power derived : 
from this legislation would ensure that the resource be 
protected from being threatened through unsustainable 
exploitation. This implies agreement on the identifi- 
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cation of resources which should be conserved in 
sustained use and those to be exploited and abandoned. 
The roles of public pressure groups have been 
mentioned in passing in the study. The importance of 
these groups in generating public awareness of the 
significance of government initiatives and actions on 
natural resource exploitation should be. appreciated. 
These groups form part of the federal system interacting 
with the federal and regional governments on matters- 
Qf1ational interests. The views and suggestions from 
these groups could provide an input into the conserva-
tion monitoring programmes mentioned earlier. 
Not all th8,? lessons from t ,he, study countries',dege'r"V` 
r to be followed by Malaysia; some are to be avoided. 
Among these are those which show the results of a lack 
of central planning and co-operation, such as the attempt 
in the Federal Republic of Germany to form an open timber 
market, 	the side effects of Australia's transport policy 
coupled with its credit squeezes and its imposition of 
taxation of Companies. Reference has already been made 
to the special problems arising in Nigeria in respect of 
its forest industrial development Dolicv. 
Overall, however, the main problem to be tackled 
remains in Malaysia,as in the other Federal countries 
&cte'JQ. %Qnt 
examined,as the iippoirttment of Federal policy which will 
harmonise the conflicting wider interests of the Federal 
Government in pursuing a variety of policies with those of 
:r '- 
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the particular interests of individual States in achieving 
the maximum use of their forests for the benefit of othc.r 
citizens. The study has illustrated both the choice of 
policy objectives and soi me useful mechanisms for achieving 
the resolution of policy conflicts. 
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FORESTRY POLICY PENINSULAR MALAYSIA 
Recognising the vital role of forests for the 
Welfare of the community and the national economy 
-through their multiple uses and the need for a common 
forestry policy as a basis for close co-operation among 
State and Federal Governments, in the proper and effec-
tive management of forests and rational utilisation of 
forest resources, consistent with the progressive 
requirements of the Nation, the Federal Government of 
Malaysia together with the State Governments of Penin-
sular Malaysia hereby declare that the Forestry Policy 
for Peninsular Malaysia shall be:- 
1. To dedicate as Permanent Forest Estate sufficient 
areas of land strategically located throughout the 
country, in accordance with the concept of rational land-
use, in order to ensure:- 
the sound climatic and physical condition of 
the country, the safe-guarding of water 
supplies, soil fertility and envoronrnental 
quality and the minimization of damage by 
floods and erosion to rivers and agriculture 
land; such forest lands being known as: 
PROTECTIVE FORESTS; 
the supply in perpetuity, at reasonable rates 
of all forms of forest produce which can be 
economically produced within the country and 
are required for agricultural, domestic and 
industrial purposes, and for export; such 
forest lands being known as: 
PRODUCTIVE FORESTS; 
the conservation of adequate forest areas for 
recreation, education, research and the 
protection of the country's unique flora and 
fauna; such forest lands being known as: 
AMENITY FORESTS. 
2. To manage the Permanent Forest Estate with the 
object of maximising social, economic and environmental 
benefits for the Nation. and its people in accordance 
with the principles of sound forest management. 
3. To pursue a sound programme of forest development 
through regeneration and rehabilitation operations in 
accordance with approved silvicultural pratices in order 
to achieve maximum productivity from the Permanent 
Forest Estate. 
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to achieve maximum productivity from the Permanent 
Forest Estate. 
To ensure through and efficient utilisation of 
forest resources on land not included in the Permanent 
Forest Estate, prior to the alienation of such land, by 
means of proper coordinated planning by land develop-
ment agencies in order to obtain maximum benefits for 
the people through complete harvesting and processing of 
such resources, adhering strictly to the optimum need of 
local processing industries. 
To promote efficient harvesting and utilization of 
all forms of forest produce and to stimulate the develop-
ment of appropriate •wood-bases industries with deter-
mined capacities commensurate with the resource flow in 
order to achieve maximum resource utilization, create 
employment opportunities and earn foreign exechange. 
To ensure the sound development of trade and 
commerce in and to promote the exportation of forest 
products. 
To promote effective Bumiputra participation in 
forest and wood-based industries consistent with Govern-
ment policy. 
To undertake and support an intensive research 
programme in forest development aimed at achieving maxi-
mum yield from the Permanent Forest Estate, maximum 
direct and indirect benefits from harvesting and utili-
zation and, above all maximum financial return on 
investment in forest development activities. 
To undertake and support a comprehensive programme 
of forestry training at all levels in the public sector 
in order to ensure an adequate supply of trained man-
power to meet the requirements of forestry and wood-
based industries. 
To encourage private sector's involvement in 
forestry research and training at all levels with a view 
to accelerate industrial development and enhance the 
quality of professionalism in forestry and forest 
industrial practices. 
To foster, by education and publicity, a better 
understanding among the community of the multiple values 
of forests to them and their descendants. 
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12. To foster close cooperation among all in order to 
achieve optimum utilization of the valuable natural 
resources of the country. 
Source: National Land Council, 1978. National 
Forestry Policy. Keramat Printing 
Service. 
